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DEPARTMENT OF COMMERCE AND LABOR,
OFFICE OF THE SECRETARY,

Washington, January W, 1909.

SIR: In compliance with the act making appropriations for the leg-

islative, executive, and judicial expenses of the Government for the

fiscal year ending June 30, 1909, approved May 22, 1908, I have the

honor to transmit herewith the report of Special Agent Charles M.

Pepper on the German Iron and Steel Industry, together with a

report from the American consul-general at Berlin on the same

subject.

Respectfully, OSCAR S. STRAUS,

Secretary.

The SPEAKER OF THE HOUSE OF REPRESENTATIVES.
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LETTER OF SUBMITTAL.

DEPARTMENT OF COMMERCE AND LABOR,
BUREAU OF MANUFACTURES,

Washington, January 7, 1909.

SIR: I have the honor to submit herewith special reports on the

German iron and steel industry.
The growing importance of the iron and steel industry in the

United States is evident from the fact that its output has increased

in value from $207,000,000 in 1870 to over one billion dollars an-

nually at the present time, the number of wage-earners also advancing
from 77,000 to 250,000. Other industries and enterprises dependent
on this basic manufacture are multitudinous.

The next country in rank in this industry is Germany, which has

likewise shown great activity in its extension, especially for the

export trade. The German Empire sold abroad in 1907 over $178,-

000,000 of iron and steel products, or only about $19,000,000 less than

the export trade of the United States in such productions, including

machinery. The investigation of this German field of activity is

therefore interesting in its international bearing, and this monograph
prepared by Special Agent Pepper, supplemented with a report from

Consul-General Thackara, is therefore timely.

Respectfully,
JOHN M. CARSON,

Chief of Bureau.

To HON. OSCAR S. STRAUS,

Secretary of Commerce and Labor.

5





GERMAN IRON AND STEEL INDUSTRY.'

By CHARLES M. PEPPER,

Special Agent of the Department of Commerce and Labor.

INTRODUCTION.

The German iron and steel industry is the growth of the last

quarter of a century. Within that, period Gt^many" has distanced

Great Britain and has become second only to the United States in

raw iron production. In 1885 the production in Great Britain was

7,534,000, in the United States 4,109,000, and in Germany 3,687,000

metric tons. By the end of 1907 the relative position of the three

countries which together produced 81 per cent of the world's raw iron

was : United States 26,194,000 ; Germany 13,046,000, and Great Britain

10,083,000 metric tons.

In the conversion of raw iron, that is, in making steel, the

change has been even more momentous. In 1900, when Germany
passed Great Britain, the figures of steel production were: United

States 10,382,000, Germany 6,646,000, Great Britain 5,131,000 metric

tons. In 1907 the steel production of these three countries, com-

prising approximately 80 per cent of the world's total, stood : United

States 23,733,000, Germany 12,064,000, and Great Britain 6,627,000

metric tons.

The periods of progressive growth during the last twenty-five years
have not been uninterrupted. A partial paralysis was the penalty of

the extraordinary activity of 1900, and the rapid expansion which

followed the recovery from that depression culminated in 1907 to

be succeeded by sharply curtailed demand, demoralized prices, and

universal uncertainty in 1908. The year 1909 begins with little

improvement, and the means by which the crisis is to be overcome

will put German industrial and commercial conditions to a severe test.

Yet in the light of past results the future is faced with confidence.

In all cases, unless otherwise stated, metric tons are employed and the

statistics quoted are from German sources. In converting German into American

currency the value of the mark is placed at 23.8 cents.
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8 GERMAN IRON AND STEEL INDUSTRY.

The development of the German industry from the production of

raw iron to the transformation of steel into finished articles has some

remarkable economic features. In business organization and com-

mercial methods, in the syndication of the products, in transportation,

in the relative proportions sought between domestic consumption and

exports abroad, a consistent policy is maintained throughout. As the

outcome of this consistent policy, Germany continues a constant factor

in the world's markets notwithstanding the new and changing con-

ditions of production and distribution.

AUTHORITIES.

Some of the sources from which statistical and other information

are drawn upon in this report are indicated below :

OFFICIAL.

Zeitschrift fur das Berg-Hiitten. u. Salinen WesSn, Berlin, 1908. (Report of

Prussian Ministry of Trade and Industry on the Mining Industry.)

Denkschrift iiber das Kartellwessen, Reichstag, 1903-1907. (Inquiry into

the Syndicates by the Reichstag. )

Statisches Yahrbuch fur das Deutsche Reich, 1908. (Statistical Yearbook

of the German Empire.)

Auswiirtigen Handel Deutschlands, Monatliche Nachweise, 1908. (Monthly

Summaries of Foreign Commerce.)

Auswiirtigen Handel Vereinigte Staaten von Amerika, 1907. (Trade with

United States.)

English Board of Trade Enquiry into Cost of Living, etc., in Germany, Lon-

don, 1908.

NONOFFICIAL.

Jahresbericht der Vereius furdie bergbaulichen Interessen im Dortmund, 1908.

(Annual Report of the Mining and Iron Associations.)

Handelspreise von Kohle u Eissen 1885-1907 " Stahl u Eissen," 1908.

(Trade prices Coal and Iron, from the journal Steel and Iron.)

Der deutsche Stahlwerks-Verband u. seine Bedeutung, Berlin, 1905. (The

Steel Syndicate and its Economic Significance. )

Das Rheinisch-Westfalische
v
Kohlen Syndicat. (The Rhenish Westphalian

Coal Syndicate.)

Annual Reports Phoenix, Harpener, and Hoesch Companies, 1908.

Statuts du Syridicat des Acieries Bulletin No. 2779. Comite des Forges de

France, Paris, 1908, (The German Steel Syndicate.)



RAW MATERIALS.

In the upbuilding of the industry natural disadvantages of pro-
duction and of assembling the raw material had to be overcome,
there not being any one convenient point for the ore and the fuel to

meet. Both native deposits and foreign importations of fuel and

ore are drawn upon fuel in a minor degree the native sources being

substantially sufficient though not always geographically convenient.

The mineral coal production of the German Empire in 1887 was

60,334,000 tons; in 1900, 109,920,000 tons; in 1907, 143,168,000 tons.

The chief centers of coal production of the Empire are in widely

separated sections of Prussia, Silesia in the east and the Westpha-
lian-Rhenish provinces in the west. Some coal is produced in the

Prussian province of Saxony. The kingdom of Bavaria and the

imperial territory of Alsace-Lorraine contribute a quota. However,
the product of Bavaria and the other States is available only for

household consumption and for local industries. Of the 143,168,000

tons mined in 1907, the total for Prussia was 134,044,000 tons. This

fixes the relation of the Prussian Kingdom to the industry. In ad-

dition to the stone or mineral coal, brown coal or lignite to the amount
of 52,660,597 tons was produced in the different districts of the Em-

pire, but this does not enter largely into the consumption for indus-

trial purposes. Silesia produced 37,803,000 tons out of the total of

134,000,000 tons mined in Prussia.

PRODUCTION IN RHENISH PROVINCES FOREIGN FUEL AND ORES.

The center of production in western Prussia, or the Rhenish-West-

phalian provinces, is in the Ruhr district. The coal basin takes its

name from the River Ruhr, which is a tributary of the Rhine. The

Aix-la-Chapelle, or Aachen, district, which produces some coal, adjoins
it. The Ruhr deposits, however, are the commercially valuable ones,

though they have to be worked 2,000 feet underground. Coke from
the coal thus obtained is not of the best quality. Such as it is, it fur-

nishes the fuel for the blast furnaces and foundries and is the basis

of the iron and steel industry there.

While the native coal fields are the main source of fuel supply for

the blast furnaces and rolling mills, they are not entirely dependent
on it, and some flourishing industries have grown up along the North
Sea and Baltic coasts which obtain their fuel as well as their ores

from abroad. The imports of mineral coal in 1907 were 13,721,549
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10 GERMAN IRON AND STEEL, INDUSTRY.

tons, of which the United Kingdom supplied 11,952,383 tons, the re-

mainder coming from Belgium, Holland, and Austria-Hungary. The

exports for the same year were 20,056,503 tons, Austria-Hungary

taking 8,459,226 tons. After that were Holland, 4,342,305 tons; Bel-

gium, 3,069,594 tons; Switzerland, 1,584,768 tons; France, 1,324,903

tons; and Russia, 836,295 tons. The excess of exports over imports,
it will be observed, was 6,300,000 tons, a situation which caused great

complaint by the domestic industries.

The imports of coke in 1907 were 584,220 tons, while the exports
were 3,793,073 tons. This excess of coke exports over imports is to be

considered in connection with the production and importation of coal.

Otherwise the relation of the coal industry to the other native indus-

tries, and the ability of the native mines to supply all that might be

needed, would not be fully understood. It is also to be. noted that

both the coal and the coke exports are almost entirely to adjoining
Continental countries, while the bulk of the coal imports are from
overseas that is, from the United Kingdom. Further scrutiny of

the statistics shows that the imports from the United Kingdom are

largely dependent on water transportation. Inland industries which
are situated contiguous to the rivers and the canals may utilize

English coal, but where it has to be transferred to railway cars the

expense is too great except in unusual circumstances. As regards the

inland blast furnaces and rolling mills, while the majority of them
are located near the Rhine and other water courses, they do not depend
on the British coal, because the native supply is more convenient.

RELATION OF COAL SUPPLY.

The relation of the coal supply to the iron and steel industries is

made clear from a summary of the quantities and percentages em-

ployed. In one year, 1904, the iron blast furnaces and foundries con-

sumed 22,371,000 tons. This included the quantities consumed by the

companies which controlled their own collieries, the total of which
was estimated at 9,940,000 tons. In the same year the iron and finish-

ing trades consumed 3,962,025 tons, or 7.71 per cent of the production.
The estimate was that in 1905 the blast furnaces and foundries con-

sumed 28.32 per cent of the output of the Ruhr basin, and in 1906,
30.37 per cent. In 1906 in addition to the consumption by the blast

furnaces, the metal-smelting industries consumed 66.66 per cent, the

metal working and the iron and steel finishing trades 9.96 per cent,

and the machine and apparatus industries 2.03 per cent. Since the

Ruhr basin is the seat of the most important of these industries, the

above figures show the importance of their participation in the coal

production.
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ORE PRODUCTION AND IMPORTATION.

The iron-ore production of the Empire is not commensurate with

the coal production. However, it has developed somewhat in pro-

portion to the development of the iron and steel industries. In

1885 the total production of iron ore was 9,158,000 tons; in 1890,

11,406,000 tons; in 1900, 18,964,000 tons; in 1907, 27,697,000 tons.

The value in 1907 was $28,368.000. The insufficiency of the native

supply of ore is strikingly illustrated in the figures of imports and

exports. In 1907, for example, the imports of iron ore amounted to

8,476,076 tons, valued at $38,562,000, while the exports were 3,904,408

tons, valued at $4,777,000. This excess of 4,500,000 tons of imports
over exports shows the true relation only when the values are given,

and indicates the low-grade ores which are exported, and the high-

grade ores which have to be imported for the industry. An analysis

of the imports also shows a distinction in the over-seas and the Conti-

nental ores. The leading sources of foreign supply are indicated in

the importations of iron ore for 1907 as follows :

Country.
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PRINCIPAL SOURCE OF SUPPLY.

The principal source of supply for the German industries, is in

the annexed territory of Alsace-Lorraine and the Grand Duchy of

Luxemburg. Since Luxemburg is a member of the Customs Union,
or Zollverein, its products are included in the statistics of the German

Empire. The ore of this region is of the low grade known as
"
minette," which contains 30 to 32 per cent of iron. The total

production of the liorraine-Luxemburg district in 1907 was 21,601,000

tons, of which 14,108,000 tons were credited to Alsace-Lorraine and

7,493,000 tons to Luxemburg. It is this district which furnishes the

bulk of the German exports of ore, since the Belgian iron and steel

industries draw on it heavily.



PIG-IRON DISTRICTS.

A better measure of the advance of the German industry is afforded

in the next step beyond the assembling'of the raw, material
;
that is,

the production of the raw iron. In 1887 the output of all kinds of

raw iron was 4,024,000 tons; in 1897, 6,881,500 tons; and in 1907,

13,045,790 tons. In twenty years, therefore, the production has

increased more than threefold. Unquestionably 1907 is the high-
water mark for some years to come. The total for 1908, owing to

various causes, will be less than 12,000,000 tons. The different

classes of raw iron also indicate the tendencies in the constantly

increasing proportion of Thomas iron produced. The total in 1907

of the different classes was: Foundry iron, 2,259,416; bessemer,

471,355; Thomas, 8,491,226; steel and spiegel iron, 1,034,650; puddle

iron, 786,113 tons.

The progress of this industry is shown in a different way in the

totals of production and the proportion of home consumption. In

1890 the production was 213.6 pounds and the home consumption
179.7 pounds per capita. In 1907 the production was 463.2 pounds
and the home consumption 323.5 pounds per capita. The increase in

population of the German Empire has been one of the bases of the

increased production and consumption of raw iron.

LOCATION OF PRODUCING DISTRICTS.

The pig-iron production is not only the measure of the general

advance, but it also indicates the location of the producing districts

and shows on what the diversification of the German iron and steel

industry is based. For example, of the total production of 13,045,790

tons in 1907, Prussia is credited with 8,626,300 tons. The Prussian

production itself is in the geographically sundered districts of Silesia

and the Rhine. The production in Silesia was 939,627 tons. In the

Bonn district it was 2,847,080 tons. This is part of the Rhenish-

Westphalia output which in reality is located in the Ruhr coal basin

with the Dortmund district as the center. The total production of

this district in 1907 was 4,314,413 tons. Against this was the pro-
duction of 3,989,922 tons in the imperial territory of Alsace-Lorraine

and Luxemburg.

PERMANENT SEAT OF THE GERMAN INDUSTRY.

The comparative figures of the Dortmund-Bonn and the Lorraine-

Luxemburg districts raise the question of the permanent seat of the

German iron and steel industry. The sources of fuel supply are in

13



14 GERMAN IRON AND STEEL INDUSTRY.

the Rhenish-Westphalia section, the native ore supply in the

Lorraine-Luxemburg section.

When the German industry was making vigorous strides in the

first period of its rapid development that is, in the decade from 1890

to 1900 the belief was held by many experts that the tendency of

the blast furnaces and steel plants to move from the coal fields to the

ore beds would become so strong that ultimately the Lorraine-Luxem-

burg district would be the principal seat of production. For a time

the movement was pronounced enough to justify this belief. Heavy
investments wrere made in Luxemburg and Lorraine, not only by
German capitalists, but by foreigners as well, a group of Belgian

capitalists having expended large sums in new plants. This empha-
sized the fact that while Germany controlled the productive resources

their commercial exploitation, and therefore to some extent the shap-

ing of the future iron industry, was not exclusively in Germany's
hands. However, while the tendency was from the coal fields to the

ore beds there were counter tendencies, and the movement was not an

unchecked one. Lorraine and Luxemburg could make pig iron at

from $2 to $2.25 per ton lower than the Ruhr basin. But the latter

could import Swedish and Spanish ores and had advantages in the

way of transportation for the finished product which exceeded the

facilities afforded Lorraine and Luxemburg by the junction of the

Moselle River with the upper Rhine. Some of the Continental terri-

tory naturally fell to the Lorraine-Luxemburg works, and they could

even reach northern Germany on a competitive but not an advanta-

geous basis.

THE RUHR BASIN PLANTS.

So much fresh capital invested in new plants at first also gave
them cheaper means of production than the older establishments of

the Ruhr Basin, where the entire rehabilitation of old plants and the

installation of the newest labor-saving equipment was not imme-

diately practicable. This condition, however, gradually changed
until the Ruhr Basin plants were fairly well supplied with modern

equipment. The movement has now come to an end through natural

causes. To protect themselves the Ruhr industries bought ore beds

in Lorraine and Luxemburg, and the plants established there extend-

ed their holdings. The result is that all the ore beds are now taken,

and while there is a large reserve of good ore, as
" minette "

ore goes,

none of it is available for new establishments, while the quality of
" minette " mined also shows deterioration.

THE MEURTHE-MOSELLE DISTRICT.

More importance attaches to the discoveries of the last ten years in

French territory, in what is known as the " Meurthe-Moselle district."

This is part of the Lorraine-Luxemburg iron area whose fringe ex-
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tends into Belgium as well, but the significance of the new exploita-

tions in the French section is that the quality of the ore obtained is

much superior to the " minette "
ore, and is of special utility in the

making of Thomas pig iron. It runs from 37 to 38 per cent of iron, as

against 30 to 32 per cent in the Lorraine-Luxemburg Basin. The

qualities which render it especially valuable are the compactness of

the mineral and the constant yield in phosphorus. The Meurthe-Mo-

selle territory is comprised in three districts, known as the "
Longwy,"

the "
Nancy," and the

"
Briey

"
basins. Briey is the chief producer,

its output about equaling that of the other two districts. The quan-

tity extracted in 1907 was 8,739,000 tons, or 83 per cent of the total

tonnage of all France. In 1897 the production of this district was

3,804,000 tons, so that in ten years the production more than doubled.

The effect of the Meurthe-Moselle discoveries was felt both in

Belgium and in the rival districts of Germany. Belgium, which
is the competitor of the German iron and steel works, is drawing
more than 1,000,000 tons of ore annually from this district. The

imports into Lorraine and Luxemburg and into Westphalia are

now about 400,000 tons, but a large increase is looked for in the

future. Both the Luxemburg and the Westphalia companies
acquired interests in the French deposits. Some of the Westphalia

companies bought their interests outright, while others effected an

exchange of stock and a working arrangement with the French

companies,
DOMINANCE OF THE RUHR DISTRICT.

The Ruhr Basin industries, with their fuel supply at the doors of

the blast furnaces, and with the assurance of future ore supplies
from the French territory, whose superiority over the "minette "

ores more than balances the freight charge for the longer haul, and
with constantly improving facilities for obtaining the Spanish and
Swedish ores, now feel secure of the future. Without impairing the

importance of the Lorraine-Luxemburg industries, it nevertheless

may be said that the dominance of the Ruhr Basin in iron and steel

production is not overthrown, and while not supreme it yet has
a marked influence on the home trade and the foreign market. On
account of the prominent position of the Ruhr industry, I have there-

fore taken it to a larger extent than the other sections for illus-

trating the underlying conditions of the German iron and steel trade.

The Ruhr Basin, industrially, may be said to be comprised within
what is known as the " Dortmund district," of which the city of Dort-
mund is the heart. The Dortmund district includes every form of
iron and steel production, from the mining of the coal deposits to

the placing of highly finished products on the market. It blazes

with blast furnaces, foundries, rolling mills, and factories for the
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finished products. Besides the city of Dortmund, it includes the

great coal-mining field of Bochum; Essen, with its coal mines and

gun factories; Mulheim on the Ruhr, with rolling mills; and other

centers of the blast furnaces and foundries. It also includes Dussel-

dorf, which, besides being the seat of the metal-working trades, is the

executive headquarters of the iron and steel industries generally.

Close to Dusseldorf are Remscheld, the principal seat of the manu-
facture of hand tools, and Solingen, the seat of the hardware and

cutlery industry. Taking the district as a whole, the manufactures

include rails and railway ties, railway superstructures, beams and

girders, pipes and tubes, plates and rivets, bridges, locomotives,

machines, heavy ordnance, and the various forms of the highly fin-

ished products.
The iron ore which is obtained in the Dortmund district is negli-

gible, not amounting to 500,000 tons annually, but the coal production
now exceeds 80,000,000 tons annually, and employs nearly 300,000

workmen. The pig iron product in 1907 was 4,314,412 tons, valued

at 296,305,100 marks, or $70,520,613.



PRICE MOVEMENTS,

In the period since 1897 price movements of fuel, ores, and raw
iron have shown wide fluctuation. They are summarized from year
to year by the Dusseldorf trade journal, Stahl and Eissen (Steel

and Iron), which is the recognized authority. Figures taken from

this source show that the inland trade prices were in January, 1897 :

Coke coals, 8.25 marks ($1.98) per ton; furnace coke, 13 marks

($3.12); foundry, 16 marks ($3.84). In January, 1908, the quota-
tions were: Coke coals, 12.50 marks ($3); furnace, 18.25 marks

($4.28) ; foundry, 19.60 marks ($4.70). There was no increase in

coke coals from 1897 to 1900, although coke had advanced 1.50

marks (36 cents), and foundry had gradually gone up to 20 marks

($4.80) per ton. In the spring of 1900, however, coking coal prices

were advanced to 10.75 marks ($2.58), and continued at that figure

until April, 1902, when they were reduced to 9.75 marks ($2.34), at

which quotation they remained until April, 1906, when there was an

advance of 1 mark (24 cents). This held for a year, when a further

advance was made to 12.50 marks ($3). This was the rate in, Janu-

ary, 1908, and was the price fixed by the coal syndicate for the year.

FURNACE AND FOUNDRY COKE.

In the period from 1897 to 1907 inclusive, the highest price reached

for furnace coke was 22 marks ($5.28) per ton, in the latter part of

1900, and throughout 1901. It then dropped to 15 marks ($3.60),

at which figure it remained until April, 1906, when an advance to

15.50 marks ($3.72) was made. In April, 1907, a further advance

to 18.25 marks ($4.38) was made. In October, 1908, the quotations
for furnace coke ranged from 16.50 to 18.50 marks ($3.96 to $4.44.)

Foundry coke reached the highest quotation in April, 1900, when

the price was 20.40 marks ($4.89). It remained at these figures for

a year and then dropped to 16 marks ($3.84), from which there was

a gradual decrease to 13.50 marks ($3.24) in the last quarter of 1904.

For October, 1908, the quotations were 15.50 marks ($3.72). The

reduction of 2 marks (48 cents) per ton on furnace and foundry coke

does not become effective until January, 1909.

QUOTATIONS FOR THE SEVERAL GRADES.

On the technical side of the subject the quotations of the different

grades of coal, coke, and briquets are of interest. These are sum-

is. Doc. 1353, 60-2 2 17



18 GERMAN IRON AND STEEL INDUSTRY.

marized from the quotations of the Essen Bourse for several years in

terms of marks (24 cents), as follows:

Year.
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Raw iron prices have shown fluctuations not always in exact rela-

tion to coal and ore prices. Thomas pig iron in January, 1897, was

quoted at 58 marks ($13.92), and in April advanced to 60.50 marks

($14.52) . This price was maintained with little variation until Janu-

ary, 1899, when the figures were 61 marks. Then came an advance

to 72 marks in April and to 86 marks in October, with a further ad-

vance to 90 marks in 1900. In 1902 the quotation had dropped back

to 57.50 marks, and remained at this figure until October, 1905, when
it advanced to 60.15 marks, steadily rising, until in July, 1906, it

was at 72.75 marks, and in July, 1907, 76 marks. The falling prices,

which became apparent in the beginning of 1908, have continued

throughout the year. In October, 1908, Thomas raw iron was quoted
at 64.80 marks ($5.55) as against 76 marks the previous year, and
other classes had dropped proportionately.

RANGE OF PRICES FOR RAW IRON.

The price range of the different classes of raw iron for a series of

years can be shown in a comparative statement, taking Hartmund and

Dusseldorf as the points for the German products and Hamburg for

the English raw iron, and following the trade designations. This

comparison gives the following average of yearly prices :

Year.



COST OF PRODUCTION.

So many factors enter into the cost of production that no absolute

standard can be taken. Blast furnaces and rolling mills located in

different sections naturally have variations in the cost of their fuel

and ore, and these disadvantages are sometimes equalized by advan-

tages in the freight rates and the nearness of the markets for the half-

finished products. However, the marketing of the product is not

here considered in connection with the cost of production. Informa-

tion obtained from those identified with the industry and confirmed

by disinterested trade authorities gives the following results, which

may be taken as the average obtaining in the localities named in 1908 :

Dortmund district and city :
Marks.

Cost of 1 ton basic raw iron 57.00-60.00=$13.57-$14.28

Conversion 1 ton raw iron to steel 14.00-16.00= 3.33- 3.81

Labor cost 1 ton basic raw iron 3.50- 4.00= .84- .96

Luxemburg :

One ton basic pig iron with 1 per cent of

manganese 52.00-53.00= 12.38- 12.61

Conversion 1 ton pig iron into steel billets 24.00-25.00= 5.71- 5.95

Labor cost 1 ton pig iron 2.50- 3.00= .60- .72

ANALYSES OF FIGURES.

The figures for Dortmund may be taken as absolute. Those for

Luxemburg are high, it being understood that with the prices pre-

vailing in the fall and early winter of 1908 pig iron could be pro-
duced at the works at 48 marks ($11.42) per ton. The Lorraine

works, however, approach the figures given. At Aix-la-Chapelle,
which is not a large producer of pig iron, the cost is $12.60 to $13.10

per ton. The works there buy in considerable quantities from the

blast furnaces of the other sections.

The difference in the cost of converting the raw iron into steel at

Dortmund and at Luxemburg will be noticed. It reflects the advan-

tage which the Lorraine-Luxemburg works have in the matter of ore

at the works.

At Dortmund in 1908 the minimum cost of producing 1 ton of raw

iron was $13.57 and 1 ton of steel $16.90. Assuming that all condi-

tions for the cheapest production coincided at Luxemburg, the bottom

figure, lower than the average estimate, was $11.42 for pig iron and

$17.13 for steel. Apparently in no case does the labor cost of 1 ton

of pig iron amount to $1.

20
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It is not practicable to follow the cost of productions beyond the

raw iron and steel, but a basis exists for determining the proportions
of raw steel which enter into the production of half-finished products.

RESULTS IN GROUPS.

This exists in the tables of the companies which compose the steel

syndicate and which in their operations among themselves have a

fixed standard for estimating the material to be realized. This tech-

nical standard gives the following results in some of the groups;

1,000 tons of raw ingots give a net weight of

Tons.

Half stuff :

Blooms and slabs 910

Square billets 885

Flat billets 875

Plates 875

Railway material :

Rails weighing 15 kilos and
more per yard 840

Cross rails weighing 15 kilos

and more per meter 835

Rails weighing less than 15

kilos 830

Cross rails weighing less than

15 kilos 800

Form iron:

Weighing less than 20 kilos

per meter 805

Weighing from 20 to 100

kilos 865

Weighing more than 100 kilos 795

Tons.

Merchant bar iron products : Mer-

chant products of all dimensions

and drawn wires 860

Machine group 870

Wrought iron:

Thick black 760

Thin wrought 700

Tubes :

Welded 800

Unwelded 865

Cast-iron forgings:

All kinds of screws for rail-

ways 810

Wheel axles for railway cars. 650

Crank axles 750

Wheel coverings, rough cast-

ing 930

Steel moldings, Includingwheel

covering for engines 750

Rough forgings of all kinds 800

Steel cylinders and moldings.. 800

Some exceptions are made in the quantities for different works,

but the average holds good.



WAGES AND WORKMEN,

The wages element in the cost of iron and steel production begins
at the coal mine. Approximately 500,000 persons are employed in

coal mining in the German Empire. Owing to the government

regulations statistics of wages in coal mining are more complete and

trustworthy than in the related industries and the data is more fully

classified. In the German mining industry the practice is to divide

the operatives into groups or classes the underground workers, or

miners proper, the miscellaneous underground workers, and the

overhead men. To obtain a general idea of the industry however,

it is not necessary to follow these subdivisions.

COAL MINING WAGES.

The movement of coal mining wages for a series of years is best

exhibited in tabular form, the Dortmund district being taken as the

basis for comparison. The full statistics of this district for a series

of years and of other districts for a single year are as follows :

Year.
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RELATIVE RATES OF MILL WAGES.

Wages in the iron and steel industries and in the allied manu-

facturing trades can not be given with the same completeness as coal

miners' wages. There are variations due to local circumstances, and

the labor cost in different districts, and even in different sections of

the same district, is not always uniform. Some leading sections in

which the industries were made the subject of inquiries in 1905 have

been taken. The general statement is made by the employers that in

these industries the increase of wages from 1905 to 1908 reached 12

per cent.

In the blast furnaces, rolling mills, and foundries ten hours daily
or sixty hours weekly are taken as the average of actual labor, though
in some cases it is necessary to allow for twelve hours per day of

seventy-two hours per week as the time required for the workmen to

be on call.

DAILY WAGES AT DORTMUND.

The following is given as the daily wage rate for 1908 in one of the

largest plants in the Dortmund district :

Marks.

First roller 12. 70=$3. 05

First welder 10.40= 2.50

Converter man__ 8.82= 2.22

Marks.

First smelter 8.00=$1. 92

Ore loaders 5.35= 1.28

Unloaders__ _ 4.50= 1.08

First hammerman 8.40= 2.02

WEEKLY WAGES AT DUSSELDORF.

For Diisseldorf the following figures of the weekly wage rates were

furnished :

Marks.

Puddlers 56.00-67. 00=$13. 44-$13. 68

Rollers 40.00-56.00= ^9.60- 13.44

Core makers 35.00= 8.40

Shearing men 28.00= 6.72

Smelters 41.00= 9.84

Pipe welders _t_ 56.00-78.00= 13.44- 18.72

Steel furnace men and founders 34.00-35.00= 8.16- 8.40

Laborers 22. 00-28. 50= 5. 28- 5. 84

WEEKLY WAGES AT AIX LA CHAPELLE.

Another grouping is made at Aix la Chapelle, whose industries are

on a different basis than those of the Dortmund district. The table

that follows gives the weekly wages :

Marks.

Steel rollers 49-52=$ll. 76-$12. 48

Second men 36-42= 8.64- 10.08

Third men 32-35= 7.68- 8.40

Welders : 40-16= 9.60- 11.04

Charge men 25-28= 6.00- 6.72

Wire rollers 20-32= 4.80- 7.68

Core makers 30-38= 7.20- 9.02

Smelters 20-30= 4.80- 7.20

Laborers.. _ 12-30= 2.88- 7.20



24 GERMAN IRON AND STEEL INDUSTRY.

In the Aix-La-Chapelle mills foremen receive 55 to 60 marks

($13.20 to $14.40) and upward per week. In the finishing industries

statistics published show that workers in the machine and small

iron and steel industries in the Dusseldorf district in 1907 numbered

227,091 persons, whose average wages were 1,448 marks ($344.62)

per year.

RELATION OF WAGES TO PRODUCTION.

A fuller understanding of the wages and other elements that

enter into the cost of production is obtained from the reports of the

various companies. These are usually quite complete, especially as

to wages and the various pension and insurance funds. The reports

also give the degree to which taxes enter into the cost of production.
For purposes of illustration three leading companies of the Rhenish-

Westphalia provinces are taken, though the number might be multi-

plied indefinitely. The companies are the Harpener, the Phoenix,

and the Hoesch. The fiscal year is from July to July, and the

reports are made public in October, so that those cited are for the

fiscal year 1907-8.

The Harpener, of Dortmund, is a coal company controlling impor-
tant groups of mines. In 1908 it employed 28,542 workingmen, to

whom it paid 50,691,943 marks ($12,064,782) in wages. Its total coal

production was 7,405,532 tons. The average was 5.14 marks ($1.23)

per man and shift, the mining cost per ton on the net production 8.63

marks, to which was added 72 pfennig for general cost, bringing the

total up to 9.35 marks ($2.24), as against 8.64 marks ($2.07) in 1907.

The average wages were 4.68 per cent higher than the previous year.

The average receipts for coal was 11.3 marks ($2.71) per ton, as

against 10.5 marks ($2.52) the previous year.

The taxes were as follows: State, 189,560 marks ($45,115) ; local,

1,251,478 marks ($297,852) ; total, $314,967.

The contributions to the various pension and insurance funds are

grouped below, the first column indicating the company's propor-

tion, which, whether taken as in direct wages or as part of the work-

ing expenses, is an element of cost, and the second the amounts

which were charged to the workmen's wages.

Fund Com -
i

Work '

pany. , men.

Pensions and support $248, 515 $271, 392

Sickness 177,190 203,122
Invalid and old age

|

65,430 65,422

In addition to the above funds were the officers' pension and the

life and accident association contributions, but the latter would

hardly be classed under cost of production.



WAGES AND WORKMEN. 25

EMPLOYEES, WAGES, AND PRODUCTION.

The capital stock of the Harpener Company is 72,200,000 marks

($17,183,600). On this it paid the regular dividend of 4 per cent,

with an extra dividend of 7 per cent, or 11 per cent in all, the total

dividend payment amounting to 7,942,000 marks ($1,890,196).
The Phoenix Company, which is located at Laar, near the junction

of the Rhine and Ruhr rivers, is engaged in coal mining and the

various branches of the iron industry. It has extensive blast furnaces,

foundries, and rolling mills. It employs 34,475 workmen, to whom
the total wages paid amounted to 51,227,153 marks ($12,192,062).
The amount of wages per capita for all workmen was 1,577 marks

($375.32) as against 1,523 marks ($362.47) the previous year. The

company's coal production for the year was 4,177,450 tons, of which

2,212,330 tons were sold and the balance used by the works. The
miners employed numbered 13,863.

In the rolling mills, etc., the workmen number 13,816 and the total

sum paid them for wages was 20,266,497 marks ($4.832,426). In the

previous year there were 13,952 workmen and the total wage payment
was 20,241,713 marks. This company does not give in detail the dif-

ferent proportions of the amounts credited to the insurance, accident,

and other funds, but the total is placed at 2,848,937 marks. The com-

pany paid a dividend of 11 per cent os 11,000,000 marks ($2,618,000).
The Hoesch Iron and Steel Works of Dortmund employ about 9,000

men in the collieries and the industrial branches. This company has

a capital stock of 16,800,000 marks on which it paid a dividend of

14 per cent, 2,352,000 marks, for the year 1907-8.

Among the contributions to various funds entering into working

expenses or indirect wages were as follows :

State taxes $22,273
Local taxes 97, 417

Invalidity $19, 718

Officers' pensions ._ 9, 300

Sickness 21,451

STRENGTH OF TRADE UNIONS.

Trade unions are much stronger in the coal mining than in the iron

industries, the aggregate number of members in the miners' unions

far exceeding those of the iron and steel unions, where the latter exist

at all. Both the coal miners and the iron and steel workers, how-

ever, exercise a definite though somewhat subtle influence on the

wage rate through the political organization of the Social Democratic

party, and also indirectly and in a lesser degree through the organiza-
tion of the Christian or Roman Catholic Church Union, which under-

takes to combat socialism. The coal miners after the strike of 1905

secured stringent state legislation which, while it had no direct in-

fluence on the wage rate,- according to the employers, raised the price
of production through the increased expense necessary to conform to
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its requirements. Public sentiment, however, supports these strin-

gent regulations, and at times it is quickened into possibly unreason-

able demands by disasters such as the explosion at the Radbod mine

in November last, when 360 miners lost their lives.

EMPLOYERS' CONTRIBUTIONS A FACTOR.

Exact calculation can not be made of the addition to the wage rate

which comes from the employers' contributions to the sick, invalid,

accident, old age, and pension funds, but the aggregate is consider-

able, and whether reckoned as a part of the wage rate or as subtracted

from the remuneration of capital, it is a factor in the cost of produc-
tion. Many of the companies also supplement these compulsory con-

tributions by contributing to the mutual benefit societies and by

pensions and other funds for officers and employees who are not in-

cluded under the grade of workmen. Contributions of this kind, as

well as the bonus which is paid to the officers in addition to their

salaries according to profits earned for a given period, usually are

credited to working expenses.
A general review of the workings of these different insurance

funds would require too much space and only a few points are

given. It is to be observed that in the coal mining regions the

accident insurance is a most important factor.

THE INSURANCE FUNDS.

The "Allgemeiner Knaapsches-Verein
" of Bochum, for 1907, re-

ported 309,311 members.,, an increase of nearly 8 per cent over the

previous year. The total receipts for the year w^ere 42,804,000 marks

($10,187,352), and the total outlay 34,613,000 marks ($8,237,894).
The workings of the society are shown in the following summaries:

Fund.
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The resources of the society amounted to: Sickness and pension

fund, $14,903,622; invalidity and life annuity fund, $10,091,710.

CONDITIONS OF WORKING CLASSES.

The conditions of living of the German working classes, the retail

prices of food, clothing, fuel, and rents, have been the subject of

recent investigations, and I do not consider it necessary to coyer this

ground. A few general observations may be made. In the active

period after the depression of 1901 and 1902 the coal miners and the

workmen in the iron industry shared very generally in the period
of prosperity. Wages were raised and employment was universal.

This increase in the wage rate, together with the high cost of raw

material, was one of the reasons given by the manufacturers for

their disappointingly small profits in the face of the active demand.
How far the increase in wages was balanced by the increased cost of

living can only be determined by minute comparison of tables of

retail prices.

Regarding housing conditions, in most of the industrial centers the

workmen appear to be fairly well provided for. The development of

many of these industrial centers has been so rapid that whole new
cities of wage-workers have grown up for whom entirely new tene-

ments had to be built. In only a few of the active industrial centers

are large proportions of the workmen crowded in the unsanitary
and contracted quarters which mark the old German cities. In the

mining regions throughout the Ruhr basin many of the companies
have made provision for their miners by erecting special dwellings,

cottages, etc. Although some of these tenements appear to be

crowded, this is said to be due to the desire of the occupants to reduce

their own rent by taking in lodgers. The state and municipal regu-
lations are generally sufficient to guard against unsanitary results

from this system. In the Dortmund and other districts some of the

iron and steel mills seek to provide dwellings not only for their super-
intendents and similar employees, but also for a part of their ordinary
workmen.

WAGES AND COST OF LIVING.

Relating to wages and the cost of living, the depression which has

existed during the year 1908 and the certainty that it is not fairly

ended raise some new questions. Some of these can only be matters

of opinion. It seems, however, to be agreed that while the present

figures may be lowered, the wage rate has been advanced permanently.

During the period of depression there have been few actual reduc-

tions of wages, the loss being shown in short-time work and in the

large increase of unemployment. There has been no general decrease

in the wage rate for coal mining, though employers insist that a new

period of general activity and prosperity can not be assured without
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some reduction in labor, the forerunner of which already appears in

the reduction of prices of ore and pig iron. The coal syndicate held

off reducing the price of coal, for one reason, on the ostensible ground
that this reduction would mean reduced wages wTith labor troubles,

and it was desirable in the interest of the public that the conditions

which marked the long strike of 1905 should not be repeated. How-

ever, since the announcement has been made of lower prices for 1909.

the attempt may be made to secure lower wages. Yet this is less

likely to be successful in the case of the coal mines than of other

industries.

No general reduction in the wage rate has been made by the indus-

tries of the Rhenish Westphalia district since the depression set in,

but the number of employees has been sensibly diminished and short

time for those employed has been the rule. In Luxemburg a reduc-

tion ranging from 4 to 10 per cent on all workmen receiving more
than 90 cents per day was announced in November.

COMPULSORY INSURANCE AGAINST SICKNESS.

The effect of the German state system of compulsory insurance

against sickness, accident, old age, etc., has been put to a partial test

during the existing depression. In the highly paternalistic scheme

of compulsory insurance which has been worked out by the State

the point has not yet been reached where insurance is provided against

unemployment. Nevertheless, the existing arrangement of provision

against sickness and of old-age pensions has decreased the burden of

the active workers during the period of unemployment, and is there-

fore to be given some credit for mitigating a bad industrial situation.

Some of the workingmen's groups, in addition to the state insurance

to which they are forced to contribute, also have mutual benefit socie-

ties of their own, and these likewise have been able to be of assistance

in the crisis. In this way it has resulted that the distress which ac-

companies a prolonged industrial depresssion has been less keen

though not entirely avoided. Nevertheless, many employers, and in-

ferentially some of the workingmen's organizations, still question the

system. On the employers' part there is a practically universal com-

plaint that with the certainty of the provision for his relief in sick-

ness and old age the workman is losing all independence and is be-

coming less and less efficient. On the part of the workmen the ob-

jection is heard that wages are kept below what might be obtained

if it were not for these enforced contributions and, moreover, that

their own liberty of action is restricted. It is fairly clear that at

the present scale of wages the margin between the cost of living and

the total pay is so small as to afford practically no chance for saving

by individuals beyond their contributions to the obligatory and the

voluntary funds.



TRUSTS AND SYNDICATES.

The influence of the combinations, which are variously described as

trusts, syndicates, or kartells, is exhibited very clearly in the different

branches of the iron and steel trade. From the first stage, which

is the coal in the ground, to the last stage, which is the making of

the most highly finished articles, between 75 and 80 syndicates are

concerned in the manufacture and sale of iron and steel products.

This industry therefore furnishes an excellent means of judging how
the principle of combination is worked out in the industrial and

commercial system of Germany. It is not yet universally accepted

as an established case of evolution, for doubts are entertained by some

economists whether the system has not been carried to the point

where a retrogression in the interest of free competition is desirable.

But the existing s}
7ndicates or kartells, in their purposes and their

methods and their relation to production and distribution as well as

to prices, may be examined critically and impartially.

OPERATIONS OF THE SYNDICATE SYSTEM.

All the syndicates are governed by statutes of their own making,

which, if they have not the force of statute law, at least have the same

effect on the organizations for which they are devised. The details

of these regulations are rarely made public, but their general nature

becomes known through their operation. A common model appar-

ently has served for the majority of them, the adaptation being made
to the special circumstances of the particular industries which may
be formed into a syndicate.

The A B C of the syndicate system as applied to the iron and steel

industry is concentrated in the following group : The coal syndicate^

the coke syndicate, by-product syndicates, raw iron syndicates, and

steel works syndicate.

Coal, which is as much raw material to the iron and steel industry
as is the iron ore, is effectually controlled by the Westphalian Coal

Syndicate. The coal industry enjoys no protective tariff duties, as

do most of the finishing industries. There is, moreover, the competi-
tive supply of the coal fields of the United Kingdom, with easy water

transportation to the German ports, and to many of the inland points

through the river and canal systems. Nevertheless, the Westphalian
Coal Syndicate enjoys a substantial monopoly of supplying coal to

the iron trade.

29
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ORIGIN OF THE SYSTEM.

The germ of this syndicate was disclosed in 1878, when a number
of the leading mines formed a combination to raise prices to a re-

munerative level by preventing overproduction. This agreement
related to the prices of gas coal, and it was supplemented three years
later by one for the control of open-burning coal. For several years
thereafter various combinations were made for restricting the output,
but they were usually local in their sphere and their efforts to

regulate the selling prices were not wholly successful. A stronger

organization was the Mine Owners' Syndicate, which was formed

in 1891. This, however, went to pieces in the following year during
a period of severe industrial depression. It was succeeded by the

Coal Group, which had been established as far back as 1880. Out
of the two organizations grew the Rhenish-Westphalian Syndicate,
which was formed in 1893 and renewed at various periods, the last

one being December 31, 1905, when an agreement was reached for

ten years, or until January 1, 1916.

WORKING MACHINERY AND METHODS.

The working machinery of the syndicate is through a stock com-

pany with a small capital, whose shares belong to the owners of the

coal mines in the combination. Shares can not be transferred except

by the consent of the association. The stated objects are the purchase
and sale of coal, coke, aild briquettes. Constituent mines bind them-

selves to sell all their output to the syndicate except that which is

needed for their own purposes and for local consumption. This has

become & very important reservation since the purchase of collieries

by the blast furnaces and rolling mills. The syndicate has the right
to sel] the product of other mines than those whose coal has been

sold 'through the syndicate, in accordance with an elaborate system
which governs their participation and their allotments. The internal

managements regulates the relation of the mines to the central organ-
ization and various penalties are provided for infringing the regu-
lations. The chief interest is not, however, in the regulation of the

members among themselves, but in the relation of the syndicate to

the consumers that is, to the general public. The market is divided

into groups and there are several divisions for the different classes of

coal. Selling bureaus are established at various centers where coal

is delivered to dealers who control the retail trade. The minimum
sale to any customer is G,000 tons.

RELATION TO CONSUMERS.

In its original relation to consumers no fundamental right of free

purchase in open competitive markets was recognized. The condi-

tions under which the syndicate supplied customers was much criti-

cised, especially one requirement known as the " exclusive selling
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clause," which compelled consumers who did not buy exclusively of

the syndicate to pay a fine of 50 pfennigs (12 cents) per ton in the

form of increased prices on all coal which they did obtain "ironi it.

This clause was modified in 1907 on account of the inability of the

syndicate mines to meet the demands and customers were free to buy
where they could. However, no guarantee exists that it will not be

restored, since the modification in the selling clause merely provided
that the fine should not be levied in cases in which coal was purchased
elsewhere for the reason that the syndicate was incapable of comply-

ing with its running contracts or was unable to supply increased

demands.

SALES ABROAD AT LOWER RATES.

The syndicate has come in for the greatest criticism because of the

policy of selling coal abroad cheaper that at home. In some
instances exceptional reasons have been given for this course, but

generally it is defended on the ground that it assures a permanent
foreign market in periods of depression at home when the product of

the native mines can not be entirely absorbed. In this view it is to be

taken with the export policy of the German Government and of pri-
vate industries which adhere to the system. The instances of sales

abroad at lower prices than in the domestic market are numerous and

flagrant. It is difficult to form a conclusive opinion on the general
effect of the syndicate's policy on coal prices in Germany, but at

times the discrepancy between home and foreign prices is a heavy
burden to the domestic consumer. The fine formerly levied on cus-

tomers who bought coal outside of the syndicate naturally deterred
them from enjoying the benefits of the English competition. Against
the general export policy it is urged that in view of the needs of the

German industries fuel should not be considered on the same basis

as manufactured and semimanufactured products in the need of

maintaining a foreign market. In other words, that the domestic

industries should have the full benefit of the native production and

foreign competition to secure fuel at the lowest obtainable prices.
In the industrially active year 1907 Germany produced 143,223,000
tons of mineral coal and exported 20,018,000 tons, which was an ex-

cess of 6,288,000 over the imports. However, this can not be con-

sidered purely in the economic sense, since the geographical extent

of the Empire makes it profitable to export to neighboring countries

when there can be no profit in transporting the coal to distant parts
of the Empire itself.

SYNDICATE CONSTITUENT COLLIERIES.

As concerns the constituent collieries the syndicate's operations
are usually defended on the ground that they keep in operation the

sma^lei and less favorably situated mines which under ordinary cir-
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cumstances would be obliged to close down entirely. There is some

approach to unanimity in the opinion that the syndicate in periods
of great demand has kept prices at a lower level than would be pos-
sible under free competition, and in periods of rapid decline has

moderated the fall. This is the familiar argument of other syndi-
cates also.

The position of the coal syndicate in 1908 appears from the report
of the operations for fiscal year ending in April, which was made

public in October last. In this report it is stated that under the

policy of allowing the collieries to augment their participation in

accordance with increased demand, the increases were 1,448,000 tons

of coal, 204,804 tons of coke, and 156,900 tons of briquets. It is

declared that in spite of the very active demand in 1907, and the

extraordinary efforts which were made to meet it, the collieries as a

whole only succeeded in increasing the output over the preceding

year by 4.60 per cent. The Ruhr coal mines augmented their prod-
uct by 5.09 per cent, but in the Saar district there was a decrease.

In the Silesian districts the increase was 8 per cent. In the entire

German Empire, including the nonsyndicate mines, the total increase

was 4.94 per cent, while in the home consumption it was 8.37 per
cent. This disparity between production and consumption is infer-

entially urged as an answer to the complaints that the syndicate was

responsible for high prices. The collieries which were themselves

members of the syndicate consumed much larger quantities for their

own purposes than in any previous year, and consequently the

quantity of coal remaining at the disposal of the syndicate for free

sale only rose from 44,504,678 tons in 1906 to 45,055,451 tons in 1907,

an increase of 530,773. The claim is made that the syndicate in order

to meet the home demand reduced the foreign sales, and also where-

ever possible filled contracts by supplying foreign coal.

METHOD OF FIXING PRICES.

The method of fixing prices by the coal syndicate has come in for

criticism. The fiscal year is from April to April, and the prices

usually are fixed some months in advance for the whole year. This

lack of flexibility it is declared was a drawback to many industries

in the summer and autumn of 1908 when, though iron ores had fallen

materially, no concession could be secured on coal because the con-

tracts made ran to April, 1909. On behalf of the consumers it was

urged that even if contracts had been made for the full fiscal year

they should have the benefit of lower prices. These demands were

incessant and were not fruitless. The most significant act of the

coal syndicate since its formation, in the view of many, was taken late

in November, and unquestionably was a concession to public senti-

ment. This was the definite abandonment of the hard and fast
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policy of fixing prices in April for the full year. The urgent rep-

resentation of consumers that in view of the bad condition of the

trade, and moreover the falling of price of pig iron, made it nesessary
for them to have a commensurate reduction in fuel was partially

successful. The syndicate announced a reduction in price of blast

furnace coke of 2 marks (48 cents) peg ton; ordinary coal, 1J marks

(30 cents), and from 25 pfennig (6 cents) to 1 mark for other kinds

of coke as well as for briquets and industrial coal, the price of lump
coal remaining unchanged.

PRESENT AND FUTURE PRICES.

More important still was the announcement that the reduction

on coke for the blast furnaces would go into effect January 1, 1909,
and would continue to September 30

;
the other prices it was declared

would continue till April, 1910, or for the full syndicate year, and
it was further intimated that in fixing the price of blast furnace coke

until September only the right was reserved to raise it then if the

market justified. The public view as voiced through the newspapers
was that if the price of coke could be raised in September, 1909, it

also might be lowered, and moreover the other kinds of coal and coke

might also have the prices reduced, inasmuch as such action had been

taken with reference to coke during the year for which its price
was suposed to be fixed unalterably. The amount of the reduction

on coke and industrial coal was declared to be too small, and the

agitation for lower prices was not ended by the partial concessions

secured.

CONTROL BY THE COAL SYNDICATE.

The mastery of the industrial situation, however, in all circum-

stances, seems to rest with the coal syndicate, since its control of the

total production of the German Empire ranges from 55 to 60 per
cent. Of more importance is the fact that the percentage is much
higher in the districts requiring coal and coke for the iron and steel

industries. In 1907 the production of the nonsyndicated mines in

the great Euhr coal basin, which is the seat of the Khenish-West-

phalian iron industry, was only 1,620,000 tons, or about 2 per cent

of the total. Consequently there is no competition to speak of with
the syndicate in this district.

The State, as represented by the Kingdom of Prussia, produces

approximately 1,000,000 tons of the output credited to the nonsyndi-
cated mines. In 1907 a law was enacted reserving all future coal

discoveries to the State instead of allowing their exploitation by the

discoverer. Some purchases of mines were made and other author-

ized, and the Prussian Diet appropriated $13,000,000 for improving
and working the mines bought by the State.

H. Doc. 1353, 60-2 3
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FAILURE OF AN EFFORT TO REGULATE.

A further step was the unsuccessful attempt of the Government to

obtain the Hibernia Coal Company, which was one of the leading

syndicated collieries. The paternal policy adopted was for the Gov-
ernment to acquire a friendly interest in the coal syndicate as a part-
ner or stockholder for the benefit of the public. The state employed
the Dresden bank to buy up the shares of the Hibernia mine, so that

it might become the controlling owner. The bank got stock to the

amount of 27,500,000 marks, and the state then offered to take over

the works, guaranteeing 8 per cent by means of 3 per cent consols.

This offer was refused by the executive committee of the company,
and in order to maintain control the committee, with some of the

banks^ formed the "Association of Hibernia Shareholders," raised

the capital by 5,000,000 marks and bought all the extra shares, so

that the Government shares would have little voice in the manage-
ment and would be unable to determine the policy of the colliery as

one of the constituents of the coal syndicate. The Government sought
to overcome this device and appealed to the courts to uphold its rights.

But it was nonsuited by the "
Reichsgericht," the supreme court of

the Empire, and the plan was a complete failure. With the purchase

policy of the state thwarted, the next governmental move may be

toward nationalization of the coal mines.

THE COKE SYNDICATE.

The coke syndicate is so closely allied with the coal syndicate that

it needs only a brief description. The first steps in its formation

were taken in 1882, when a combination known as the " Coke Union "

was formed in the Dortmund district for the purpose of fixing the

prices. This went to pieces in 1884, was reconstituted in 1885, and in

the following year took in the cannel-coal mines, expressly including
the regulation and restriction of production among its objects. Out

of this union grew the coke syndicate which was formed in 1890.

Like the coal syndicate, it has a small capital, the shares of which are

transferable only by consent of the association. It deals with the

coke works and mine owners on the basis of a permanent agreement.
In 1895 it entered into a working agreement with the Westphalian
coal syndicate, under which the latter handed over the entire sale of

its coking coal for the use of private coke works to the former. On
its part the coke syndicate is bound not to buy coal from any non-

syndicated mine without the permission of
the^

coal syndicate. The
executive committee of the coal syndicate is represented on the super-

vising committee of the coke syndicate. In operation the coal and

coke syndicates are generally classed together, sharing public oppro-
brium at periods and at other times receiving recognition of services

rendered to the various industries.
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IRON AND STEEL INDUSTRY NOT DEPENDENT.

In relation to the coal and coke syndicates, it can not be said

that the iron and steel industry as a whole is at the mercy of these

combinations, since all the large concerns possess collieries of their

own. This movement started as soon as the dominating influence of

the coal syndicate became apparent. All the leading blast furnaces

and foundries either bought collieries outright or secured a share in

them. In this way they became constituent members of the syndi-

cate, reserving the coal needed for their own use and sharing in the

profits of the syndicate's sales. Their advantage over competitors was

that they were sure of their own supply of fuel, while in the periods
of very active demand the competitors had to pay the syndicate

prices and frequently even then could not obtain sufficient fuel.

Nevertheless the iron and steel works which are members of the

coal syndicate do not enjoy an unmixed advantage, because the

customers for their half-finished products that is, the finishing

works in' periods of high prices and scarcity of coal are restricted in

their own purchases, and the market for the half-finished products is

proportionately affected.

A GROUP OF SYNDICATES.

The by-products syndicates were organized to secure the full

utility of the various products of ammonia, benzol, and tar* there

being a separate association for each of these products. Sulphate of

ammonia competes with Chilean nitrates as a fertilizer. These by-

products are closely controlled by the superior syndicates, are profit-

able, and are an element of economic saving in the manufacturing

processes.

Owing to recent events the raw-iron syndicates can not now be

considered as a fixed factor in the production of iron and steel, yet

it can not be said that they are entirely eliminated. Their rise was

coincident with the development of the coal and coke syndicates.

They were divided into geographical groups the Rhenish-West-

phalian, commonly known as the " Dusseldorf ;" the Lorraine-Luxem-

burg ;
the Siegen ;

and the Upper Silesian Syndicate. In their general

operations, though the organization was somewhat loose, this group
of syndicates might be considered as a single body. Some difl'erenca

of detail existed among them in regard to the handling of the prod-
ucts for the home market and for export, and within their own

spheres the regulations for internal management differed, a limited

field being left to each one for independent action. They were united

in one purpose, which was declared to be to supply all the raw iron

needed by the German home market
;
also they were willing to help

supply the home market of other countries.
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RAW-IRON COMBINATIONS.

The raw-iron syndicates had more difficulties than other combina-

tions. The economic process by which the gas from the blast furnaces

is utilized in driving engines, which has been one of the means of

the rapid advance of the German iron and steel industry, was a

source of trouble. In the Dortmund district, where the population
is dense, some of the mills supply gas also to private consumers. The
real difficulty, however, appears to have been the inability of the

group of syndicates to draw to themselves all competitors. The
Eisenwerks Kraft of Stettin, a very powerful concern with large

resources, was a disturbing factor. It was able to maintain its

market in the face of the combined efforts of the syndicates. The
blast furnaces at Stettin on the Baltic not only have the advantage of

water transportation for the Swedish ores, which are chiefly used,

but also are able to use English coal, not being dependent on the

coal fields of Upper Silesia to which they are tributary.

The swift changes in the iron and steel trade which marked the

depression that began in the fall of 1907 were most pronounced in

the decreased demand for raw iron. At the beginning of 1908 the

raw-iron syndicates had discouragingly small orders on their books

for the new year. The situation grew worse and attempts to prop

up grices failed. It was claimed that while a drop could not be

avoided if the Stettin works were willing to cooperate, the fall could

be arrested until general improvement in the trade both at home and

abroad should return. Efforts were therefore made to secure the

cooperation of the Eisenwerk Kraft.

ATTEMPT TO FORM NEW SYNDICATE.

Private conferences were held but without result, and in June,

1908, the four raw-iron syndicates addressed a joint letter to the

Eisenwerk Kraft saying, in substance, that the situation could only
be saved by the formation of a new syndicate, which would only be

possible if all the large raw-iron producers joined it. The Eisen-

werk Kraft responded briefly that their situation required special

protection against foreign intrusion, and that they could only be

sure of this by maintaining their freedom of action. However, they
were willing to join a special syndicate limited to foundry iron, pro-
vided their allotment was placed at 160,000 tons and the division of

the territory which the group of raw-iron syndicates had made was
altered so as to give them a larger share in districts which they

specified.

The group of syndicates replied in effect that the demand for

redivision of the territory was not based on proper consideration of

the market; that the limitation of a syndicate to foundry iron was
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not practicable ;
and that, since the leading purpose of the four syndi-

cates was to prevent foreign intrusion, the Eisenwerk Kraft would

best guard itself from foreign competition by joining them. The

reply made in September was to reiterate the objections of the Stettin

company. Thereupon the four raw-iron syndicates declared their

agreement off after December 31, 1908, and that all the members were

at liberty to sell as they pleased.

RESULT OF FREE COMPETITION.

This meant free competition. Though the existing agreement did

not terminate until the end of the year, offerings were made at once

at lower prices, and the downward tendency was accentuated, so that

raw iron fell in the Rhenish-Westphalian district from 72 ($17.28)

to 55 marks ($13.20) a ton, and the same terms were offered to the

rolling mills at Aix-la-Chapelle, notwithstanding added cost of trans-

portation to that district. In the Lorraine-Luxemburg district prices

dropped until in November it was claimed that foundry pig iron

was selling below actual cost to manufacture by at least 4 marks, or

96 cents. The Luxemburg mills offered the Belgian works at Liege

foundry pig iron at 43 marks ($10.32) per ton. Large contracts

extending through the year 1909 were made by most of the raw-iron

producers at low prices.

The Siegen Syndicate succeeded in forming a sales association

which it was expected would prevent further demoralization in 1909,

-and the Lorraine-Luxemburg Works arrived at an understanding
which it was hoped would enable them to hold together during the

period from January to July. The Rhenish-Westphalian Syndicate,

however, sees the end of the year approach without agreement, and

the opinion among those best informed is that this organization
can not be reconstituted. There are alleged to be certain circum-

stances kept from the public which are the basis of this opinion.

The Eisenwerk Kraft up to the present has shown no intention of

changing its attitude. In the present demoralized condition it is

not possible to predict the complete effect of the dissolution of the

raw-iron syndicates on other combinations in the iron and steel

industry.
THE POWERFUL STEEL SYNDICATE.

The " Stahlwerks Verband "
(steel works union, or steel syndicate),

which occupies an intermediate position between the coal syndicate
and the manufacturers of finished products, is not directly affected

by the raw-iron situation, since its organization extends until June

30, 1912. It cannot, however, remain entirely unaffected. The steel

syndicate is in many respects the most powerful and the most com-

pletely organized of all the groups of affiliated industries. It has
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31 members, of whom nearly one-half are in the Dortmund dis-

trict, and its individual members are known to the trade the world

over. Some account of its organization and methods is of general in-

terest. The administration and executive headquarters are at Dus-

seldorf, where a large staff of accountants and other employees is

maintained.

The policy of the association is controlled by the general assembly,
which is composed of all the members. There is an administrative

council, but the practical work is carried on by an executive com-

mittee. The base of the contract among the members that is, the

participation is for each 1.000 tons of products, which are described

in detail. The contract covers all that the members of the syndicate

produce of the following articles: (a) Raw steel (ingots) ; (b) pud-
dle loops; (c) finished products derived from raw steel and puddle

loops.

The products manufactured by members by means of articles they
have purchased or made themselves are divided in products "A"
and " B." Products " A "

are subdivided as follows: (a) Half-prod-
ucts group blooms and slabs, raw and worked billets, plates, puddle

loops; (b) railway-material group rails for railway beams and

other rails, cross rails, etc.
; (c) form-iron group. Products " B "

are

divided into: (a) Merchant products bar and flat iron, sheets, etc.;

(b) machine group ; (c) cast-iron group ; (d) tubes group; (e) molds

and foundry pieces.

REGULATIONS FOR SALE OF PRODUCTS.

Products "A" are syndicated and products
" B "

are not. In non-

technical terms it may be said that the syndicated products cover,

first, half-finished stuff, raw ingots, rolled ingots, girders, slabs,

billets, etc.
; second, form or shaped bar iron

;
and third, railway ma-

terial, both rails and superstructure. The nonsyndicated products
include bar iron, sheets, tubes, railway axles, wheels, etc.

Among the provisions of the agreement is one authorizing the

executive committee to buy and sell "A" products of steel works

which are not members of the syndicate. It is also authorized, if the

buyers demand, to deliver along with "A" products minor material

and " B "
products bought of syndicated mills, although these mills

are not part of the steel syndicate, when the syndicated works do not

deliver the products in question, or when the price is too high. Trans-

actions of this kind must be reported to the General Assembly.

ADVANTAGES AND DISADVANTAGES RECONCILED.

The syndicate is considered as the direct purchaser from the mem-

bers, and the purchase price is determined in accordance with the

provisions of a price table which is carefully worked out. Account
is taken of the advantages or disadvantages which the geographical
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situation of each plant has, and the prices are fixed so as to equalize

these disadvantages and advantages, a special table fixing the rela-

tive transportation facilities. The advantages and disadvantages are

computed separately for the domestic and the foreign markets.

They are calculated for each member according to the deliveries

made for account of the syndicate, and^are divided between the do-

mestic and the foreign in the same proportion that the total deliv-

eries are effected for account of the syndicate.

For the sale of form iron in southern Germany the syndicate is

required to demand a price 3 marks (72 cents) above the price per
ton at Diedenhofen, which is the central point of the Dortmund
district. Specific delimitation is made of the territory which is con-

sidered as within southern Germany. For the sale of form iron in

the zone to the north of this territory the syndicate requires 1.50

marks (36 cents) per ton above the price at Diedenhofen. The
boundaries of this intermediate zone are given in detail. The addi-

tion of this extra price of 3 marks and 1.50 marks is apportioned

among the members in southern Germany according to their figures

of participation in form iron. During the existence of the agree-

ment regarding the scale price list it can be modified only by a ma-

jority of the General Assembly, three-fourths of the members present

voting in favor.

RESERVE TO SUSTAIN FOREIGN SALES.

A statement of considerable importance is embodied in the provi-
sion that in the interest of all the members there shall be constituted

a reserve which in case of necessity shall serve especially to sustain

foreign sales. For this purpose a tax of 1 per cent upon the

deliveries made is held back and turned into the fund especially

administered by the executive committee. Without the authori-

zation of the General Assembly the members shall neither sell nor

hire either in total or in part to nonmembers of the syndicate for

the manufacture of products "A" and " B." " For the purpose of

defending the common interest
" the executive committee can, upon

the direction of the General Assembly, make
"
protective agreements

"

with other syndicates.
The operations of the steel syndicates may be exhibited in a sum-

mary of the fiscal year which ended March 31, 1908. During that

year the production and distribution of the works composing the

association was:

Product.
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The quantity of half-finished products, raw steel weight, was 338,-
833 tons less than the output of the previous year. Of the total, 81.54

per cent was inland and 18.46 per cent foreign.
In railway material a gain of 335,421 tons was made. Of this

material 68.58 per cent was taken by the home market, and 31.42

per cent by the foreign market.

The form iron product fell 326,337 tons below that of the previ-
ous year. Of this production 73.42 per cent was taken by the home

market, and 26.58 per cent is credited to the exports.
The total production of class "A" products was 11 per cent below

the participation figures; that is, below the quantities which the mem-
bers would have been allowed to market had they been able to obtain

customers. The figures of participation under the new contract

assign 6,054,084 tons to syndicated and 5,817,535 tons to nonsyndi-
cated products.

NONSYNDICATED PRODUCTS.

In the groups of nonsyndicated products bar iron furnished the

principal article. The figures of participation for it were increased

under the new contract from 2,590,000 to 3,300^000 tons, while half-

finished products were reduced from 2,020,000 to 1,350,000 tons.

These figures of participation are significant of the change going on

in the iron and steel industry. The field has been divided into two

hostile camps. One was the "pure" rolling mills, so called, which

buy their billets and similar material. The other was the " Hiitten "

or mixed works, which make their own billets and manufacture bars,

rods, etc. The tendency is for the "
pure

"
rolling mills to combine

with the works producing half-finished goods and economic causes

contribute strongly to the movement.

The increase in the bar-iron product allotted to the members of

the syndicate reflects this tendency and the possible disappearance of

the hostile camps through the absorption of the "
pure

"
rolling mills

by the mixed works.

INTERMEDIARY IN CONTRACTS.

The Stahlwerks-Verband is the intermediary for important con-

tracts, not only with private consumers, but with foreign govern-
ments. It is also the negotiator with the German Government

and the different state governments. In its report published in

October of the present year the Stahlwerks-Yerban criticises the

railway administrations of the different States for not helping the

iron and steel industry by calling for material more liberally in the

periods of depression. Existing contracts made with the Prussian

Government in 1907, and with other States in the present year, are

for the delivery of steel rails at 120 marks ($28.80) per ton. The
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Verband complains that the new contracts only afford a partial

compensation for the increase in cost prices in all branches of the

business, while they do not make up the loss suffered by fulfilling their

home contracts during the general rise in 1907 and preceding years
as compared with international market prices. It is claimed that

this loss was of greater consequence since these home deliveries

were mostly made under former low prices, and they were forced

by the different state railway administrations in a way to deprive
the Verband of its profits in the world markets, because when the

foreign demand at high prices was in full swing the Verband could

not fully meet it, since its members were forced to supply the home

railways at lower rates. It is questionable, however, whether this

criticism wr
ill be borne out during the present period of depression,

since the different States show a disposition to help the iron and steel

industries, and the existing contracts for rails at 120 marks were

made with a full knowledge of the falling tendencies of the market.

EXPORT POLICY AND BOUNTY.

The export policy of the syndicates is so essential a feature of

the whole system that it requires a brief description. The practice

appears to be that the bounty is not paid on the consumption of

their own products to the different syndicate members, but rather to

the consumers; that is, the reduced rates are in the nature of a pre-

mium to the buyers. In 1902, when the recovery was beginning from

the severe depression which had followed the boom of 1900, the West-

phalian Coal Syndicate and its allied combinations and the raw-

iron, half-finished iron and steel, and girders industries established

a clearing house with headquarters at Dusseldorf for the special pur-

pose of arranging the premiums on exports. The general principle

was laid down that the export premium must, as a rule, not exceed the

difference between the foreign and the inland prices, with a reduction

of 1 per cent of the premium to cover the working expenses. The

application of the principle has become very intricate, and it is doubt-

ful if the members themselves fully understand the workings of the

Dusseldorf Clearing House. However, they are clear that exports
are promoted by granting premiums, and numerous instances are

given of the amounts of these premiums.
The payment of the bounties is worked out somewhat as follows:

The coal syndicate pays a bountj^ to the members of the raw-iron

syndicates who own no collieries and who as customers help to work
off the coal produced; the members of the steel syndicate, who pro-
duce no raw material of their own and who purchase from the raw-

iron syndicates, in turn become entitled to a bounty from them, and

the process is continued through the multifarious finishing industries

which are buyers of the half-finished products of the steel syndicate.
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During the active period from 1905 to 1908 the maximum bounty

paid per ton on coal was 36 cents; on raw iron, exclusive of coal

bounty, 60 cents; half finished goods, inclusive of bounty on coal

and raw iron, $3.60 ; girders of all kinds, inclusive of bounty on coal

and raw iron, $7.80. These bounties are reduced, discontinued and

restored, and modified from time to time according to the state of the

home and foreign markets, but the system is too intricate to be fol-

lowed in all its details.

EFFECT OF THE SYSTEM.

The effect of this export system is, to some extent, a matter of

opinion. In substance it is defended on the ground that while foreign

sales are frequently made below cost prices they are not below the

actual cost, the general average being made up from the total receipts

of both the home and the foreign markets. Nevertheless, in some

cases, in order to decrease the overproduction, or to protect the

foreign market, it is admitted that sales are made below actual cost.

Some anomalous instances are shown of the policy, as in the case of

semimanufactured raw material, which is exported and then reim-

ported at a lower price than the home consumer can obtain. In gen-

eral the objection made by the finishing industries is that by shipping
what should be their raw material abroad at lower prices than it is

sold for at home, their international competitors are able to build up
business at their expense, and that one class of home industries there-

fore suffers seriously by the policy. In its broad aspect there is no

disposition to deny the syndicates the credit for preventing excessive

rises during boom periods, and equally for preventing rapid falls in

periods of depression. This is called the "
leveling process

" and is

exploited by all the syndicates in justification of their methods. Since

the present depression it is pointed out that the fall in the prices of

articles not included in the export-bounty arrangement has been far

more rapid than with those included, and numerous examples con-

firm this claim. In further illustration it is cited that the establish-

ments which expected to profit by the demoralization resulting from

the impending dissolution of the raw-iron syndicates found their own

products reduced in greater proportion.

TENDENCY TOWARD FURTHER CENTRALIZATION.

In the general syndication of iron and steel works there are some

economic tendencies and counter tendencies the result of which can

not be anticipated. While the syndicates stoutly uphold the system

as applied to their customers, they do not take the same view as ap-

plied to themselves. This was shown in the unwillingness of the large

blast furnaces and rolling mills to be at the mercy of the coal syndi-

cate when they met the situation by buying coal mines of their own.
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If all other conditions were favorable for the establishment of new

iron and steel industries no considerable amount of German capital

could be induced to go into them now unless first assured that the

sources of supply of raw material were secured by the ownership or

interest in collieries. The unquestioned tendency at present is toward

further centralization, as illustrated in^the troubles of the raw iron

syndicate and in the changing proportions of nonsyndicated and

syndicated products in the Stahlwerks-Verhand. Each successive

syndicate seeks to protect itself as far as possible in the matter of raw
material or semiraw material. Naturally there is a limit to this

movement, it becoming more and more difficult for the industrial es-

tablishments to control their raw material as the stages in the manu-
facture of the finished products advance.

POPULARITY OF THE SYSTEM.
*

In spite of a constant stream of criticism and interrogation it can

not be said that as a whole the German people are opposed to the

system which is so thorough^ a part of their industrial development.
Their fondness for minute organization finds full scope in the syndi-

cation, and some times their ingenuity proves superior to what seems

to be insuperable natural possibilities. Generally, it may be said,

that both Government and people are committed to the policy of

securing a proportion of the export trade for all industries, usually
one-third. Often the objection to the foreign prices is not that they
are lower than home prices, but that the margin is too great.

The attitude of the Government itself certainly can not be con-

sidered antagonistic, though it might be described as neutral. In

1903 the Imperial Reichstag instituted an inquiry into the kartells

or syndicates, and this inquiry has been continued at intervals up to

the present time. The testimony has furnished much useful informa-

tion as to the various combinations, and unquestionably has exposed
abuses. Some of the testimony given by the syndicates themselves

is treated as confidential and does not reach the public, though it may
be presumed to have influence on the nonintervention course of the

Government. The attitude seems to be that publicity should be en-

couraged and abuses, if they exist, be exposed, so that a corrective

remedy may be found. While great conservation is shown in apply-

ing remedies, the publicity without doubt has caused some of the

abuses and anomalies of the system to be corrected.

ATTITUDE OF THE GOVERNMENT.

The nonaction of the Imperial Government and of the state govern-
ments is not to be taken as a fixed and permanent policy. It is con-

sidered possible that one of the ultimate results will be the absorption
of the greatest syndicates controlling raw material by the Govern-
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merit itself. This relates to the coal syndicate and more immediately
concerns the Kingdom of Prussia. The agitation, which can hardly

yet be called a movement, for the nationalization of the coal mines is

to be judged by considerations which are not purely economic or

commercial, and which do not exist in other countries. A highly cen-

tralized and paternal government that already has taken to itself

many public utilities and has nationalized the railways may in time

nationalize the coal mines and insure free competition to consumers

under such conditions as the state may care to determine. A political

motive enters such prospective action. The Social Democratic party
in Germany, and particularly in Prussia, is in constant antagonism
to the Government, urging measures which would strengthen its own

power if carried out under a regimen of social democracy. The
Government therefore protects itself and seeks to weaken its oppo-
nent by taking to itself these agencies of state monopolies. Nation-

alization of the coal mines is held by many persons to be tlie in-

evitable sequel of the ownership of the means of transportation by
the Government.

DIVISION OF FOREIGN MARKETS.

In striving for the international markets, the German iron and

steel manufacturers are quite willing to expand the system of syndi-
cation. At the present time there are international syndicates in

several products. The German coal and coke syndicates have an ar-

rangement with the Belgian coke syndicate by which French territory

is divided between them, and occasionally the syndicate in one country
will sell to the other coke for delivery in France. Some of the inter-

national syndicates are little more than price conventions, while others

relate to the partition of the territory, The intangible but potent
international rail syndicate counts in Germany as a leading member.

It is understood that the rail syndicate includes the American, British.

German, French, Belgian, and Spanish mills. Under it Germany has

special privileges in the markets of Sweden, Norway, and Denmark.
It also keeps out of the United States market, while dividing with

the mills of the United States and with Great Britain, France, and

Belgium, the South American territory.

The tube syndicate keeps it out of American territory in the sale of

gas pipes, while under the rolled-wire syndicate a division of the terri-

tory is obtained. Under the tube syndicate a division of the territory

is also obtained. Under the tube-syndicate arrangement the German
works keep out of the French territory, in compensation for which

the French leave Belgium, Switzerland, and Holland to Germany.
While favoring the principle of international syndicates, the Ger-

man manufacturer, as a rule, is not willing to join them unless

assured that the German industry obtains its full share of present
markets without prejudice to further development.



TRANSPORTATION AND FREIGHT RATES.

The development of the German iron and steel industry, particu-

larly in relation to foreign trade, must be studied in connection with

the means of transportation and the government measures relating

thereto. The waterways are of great natural utility, the rivers being

supplemented by canals. Since the Government owns and operates

the railways, there is no disposition to consider the rail and water

routes as antagonistic, hardly as competitors. Instead they are made
to serve each other. In the construction of canals, joining the water-

ways and railways, and in enlarging the means of commercial inter-

course a definite policy is kept in view.

The rivers of Germany, emptying as they do into the North Sea

and into the Baltic, are of much benefit to foreign trade, both im-

port and export. The Baltic has the Oder, with Stettin near its

mouth, though the utility of this river as a highway of commerce is

not equal to that of other rivers, especially the Elbe and the Rhine.

The Rhine with its tributaries taps great coal and iron districts, and

in addition to its value for ordinary traffic has special advantages for

the transport of fuel. Its importance is seen at the twin ports of

Duisburg-Ruhront, which are located at the mouth of the River Ruhr.

This is the greatest inland port of Europe. Its traffic, including the

tributary port of Hochfeld, in 1907 amounted to 16,095,000 tons of

ordinary freight and 8,558,400 tons of coal. In 1906 the movement

of merchandise products upstream, or toward the interior, amounted

to 7,318,500; and downstream or seaward to 7,267,000 tons. The

quantity of coal handled affords an explanation of the value of this

means of navigation to the Ruhr coal basin. Nevertheless, much of

the raw material for the blast furnaces is transported entirely by

railway, the saving in cost of handling and rehandling offsetting the

natural cheapness of the waterway.

RELATION OF TRANSPORTATION TO IRON AND STEEL TRADE.

The most important artificial waterway that taps the Ruhr basin

is the Ems Canal, which extends from the Rhine across the Lippe
to the North Sea, with a branch to Dortmund. This branch, known
as the " Dortmund-Ems Canal," in particular serves the blast fur-

naces of this region in obtaining their Swedish and Spanish ores,

some of which import from over-seas CO per cent of the ore they use.

The Luxemburg-Lorraine district is able to benefit by the Rhine to

some extent through the Moselle River and canal s}^stem in receiving

coal and in forwarding ore. The industrial development is con-
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trolled by railway rates which the Government determines, and since

they cover all sections, while the waterways do not, they are taken as

the basis for the present analysis of the relation the transportation
facilities bear to the iron and steel trade.

In fixing the transportation rates ore is treated as primary raw

material, the same as agricultural products, and is therefore given the

lowest rates in the freight schedules. This treatment has been ex-

tended to the ores from the Meurthe-Moselle district in France. Coal

and coke also are raw material. Iron and steel products come under

special tariffs which have been devised by the Government on the

principle of encouraging the manufacturing industries. There are

two features to these tariffs. These are the discrimination in favor

of goods for export, with a further discrimination according to the

destination of the goods, one schedule prevailing for European coun-

tries and another for distant over-seas countries that is, America,

Asia, Africa, etc. The foreign-trade schedules from various interior

points are known as "Ausnahmetarif " or exceptional tariffs.

CLASSIFICATION OF TARIFF RATES.

Iron and steel products are divided into three special tariffs or

classes. The first includes chiefly finished products, steel manufac-

tures of all kinds and manufactures of steel into which other material

enters; the second, merchant bar iron, form iron, plate and sheet

iron, tubes and pipes, parts of columns, bars and shaped iron for

bridges, rails, sleepers (ties), thrashing machines, parts of locomo-

tives and cars for railways, loop-iron rods and rivets, etc.
;
the third,

raw iron of all kinds, pig iron, old iron and steel, steel plows, traction

engines, boilers, pumps, railway and street locomotives, etc.

In view of the necessity of knowing the different classes of products
included under the three special tariffs when determining the freight
rates for the various articles, the official tariff classifications of the

state railways are given below :

SPECIAL TARIFF I.

Iron and steel. Articles of iron and steel of all kinds; also covered and
combined with other materials (precious metals excepted), if they are not

specially mentioned among articles in iron or steel, classified under special
tariffs II and III; machinery and utensils of all kinds in iron or steel, put

together or not, included.

SPECIAL TARIFF II.

Iron and steel. Articles in iron or steel, galvanized, foliated, or covered

with lead.

1. Iron alloys not specially mentioned under special tariff III.

2. Iron and steel in bars and worked up iron and steel of all kinds.

3. Plates and sheets of all kinds.
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4. Pipes in iron, columns and poles of all kinds, of whatever use, props and

supports of open air conveyance of all kinds, including accessories in iron

necessary for setting up.

5. Articles of construction in iron composed of posts, plates, beams, and

joists in iron, such as pieces of bridges, frames of roofs, halls, veranda hand

rails, stairs, frames for furnaces, including all pieces for setting up, for fixing

or for foundation, necessary for the mounting and belonging to the same lading.

6. Rails, crossbeams, switches, and crossings, turning platforms, and other

pieces necessary for the superstructure of railways of all kinds.

7. Pieces of locomotives and railway carriages of al> kinds, except the

boilers, the machines, the motors, and their detached pieces.

8. Laminated thread in iron or steel or coppered, in circles or bundles, not

packed, or packed in paper.

9. Wrought articles in cast, forged, or rolled iron :

(a) Of 100 to 2,000 kilos per rough or rough-draw piece not or partially

packed.

(&) Of more than 2,000 kilos without distinction as to the degree of finish-

ing or package.
10. Rivets.

11. Rough horseshoe and fire bars not packed.

12. Steel emery (molecule of cast iron) or iron and steel granulated paste or

powder materials for packing, grinding, or sawing.
13. Steel balls unpolished.

SPECIAL TARIFF III.

Iron and steel. Articles of iron and steel, viz :

1. (a) Pig iron of all kinds.

(&) Alloys of iron, such as ferrornanganese, forrosilicium, forrochrome, etc.,

so far as they are obtained by means of blast furnaces.

(c) Iron and steel reheated and melted, steel in skillet slabs, block or ingots.

(d) Half-finished products rough hewed with hammers or rolling-mill prod-

ucts, such as reheated iron in parcels, in blooms, puddled iron, cake, iron plates

for tongues.

2. Iron and steel, old. Are considered as old iron or steel, pieces which can

no more be used for their original destination.

Pieces in iron or steel which have been used, but are not unfit for use, can

Tiot be considered as old steeel or iron, but are to be classified according to their

exterior form, viz, pipes, wheels, etc.

If in a shipment of old iron or steel, there is a small weight of pieces, not unfit

for use, yet the whole shipment is to be taxed as old iron and steel.

3. Iron and steel (waste of), scrap iron and steel, are to be classified under

this denomination : Waste of iron or steel thread, turnings, chips, filings,

shavings of iron or steel, ends of splints, rails, cross-beams, pieces of plates,

and all other kind of broken pieces.

4. Pieces for superstructure of railways used already as mentioned under No.

6 of the special tariff III. %
5. Steam plows, thrashing machines, horsepower machines, straw presses,

straw binders, straw elevators, straw-cutting machines, chaff cutters, machines
for cleaning of corn, graters, harrows, pumps, which have been in use.

6. Traveling steam engines and road locomotives having been used.

APPLICATION OF SPECIAL TARIFFS.

The application of these special tariffs can be seen from a series

of rate tables giving the different points of shipment and receipt and
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the distance between them. In the foreign trade it is not practicable

to limit the reduced rate to German ports, since Rotterdam and

Antwerp offer advantages, and shipments are made through them in

connection with the railways of Belgium and Holland. In the case

of Rotterdam, however, the water rate is the controlling one, since the

Rhine empties into the sea there.

Antwerp is a convenient shipping point, especially for Aix-la-

Chappelle and the Lorraine-Luxemburg district. The Luxemburg
and Belgian State railways follow the practice of the German lines

in making transit or export rates. In fixing the schedules the min-

imum quantity is 10,000 kilograms or 10 tons, this being the carload

rate. The following exhibits the freight cost of raw material between

several important points, the unit of cost given being 10 miles :



TRANSPORTATION AND FREIGHT RATES.

TRANSIT AND LOCAL BATES VIA ANTWERP.
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FURTHER ILLUSTRATIONS.

The cost of transportation also may be illustrated by examples
outside the Dortmund district. Taking the Duedlingen works in the

Luxemburg section as an example, the transit rates would be as fol-

lows on two classes of leading products in 10-ton lots :

Duedlingen to Antwerp:
Pig iron $14.90
Manufactured iron 19. 99

Duedlingen to Rotterdam:

Pig iron 17.28

Manufactured iron 21.84

From this point to Dusseldorf the rate would be $18.24 on pig iron

and $27.36 on manufactured iron. Shipments of this kind, however,
are not often made.

On some of its chief products the Aix-la-Chapelle district pays the

following 10-ton carload rates :

Aix-la-Chapelle to Hamburg, Bremen, and other German ports

for export to countries beyond Europe:

Pig iron $19.20

Construction iron 19.08-20.40

Aix-la-Chapelle to European countries via German ports :

Pig iron 27. 36

Construction iron 27.00

Tools, implements, stoves, finished products, etc 38. 40

Iron to foreign ports would have these rates :

Aix-la-Chapelle to Antwerp:
Transit $11. 52

Local 19. 60

Aix-la-Chapelle to Rotterdam :

Transit 16. 80

Local 23. 80

Cast-iron tubes, which are among the chief manufactures of Aix-la-

Chapelle, have an export rate of $13.44 via Antwerp and $15.60 via

Rotterdam. Aix-la-Chapelle is on no river or canal, but it reaches

the Maestricht Canal with the outlet through the Meuse River by a

railway haul of 20 miles. It is also within 15 miles of the Belgian

border, and therefore comes within the rate sphere of the Belgian
state railways.

In connection with this branch of the subject it should be stated

that the Belgian steel works at Liege have a special tariff of $7.33

per 10-ton lot on shipments of crude iron and steel products from

Liege to Antwerp.
The transportation rates of the German railways are modified from

time to time
;
but the changes are not radical, unless it can be shown

that a lower rate than the current one will insure greater foreign

trade. Then the change is apt to be made for the Government

recognizes the importance of transportation rates in securing and

maintaining markets abroad.



FOREIGN MARKETS.

In no class of merchandise is the general policy of securing foreign
trade so harmoniously observed by government and by private com-

panies and individuals as in the iron and steel industry. This is

made clear from the transportation rates. It also has been indicated

in connection with the syndicates, the foreign market being the chief

ground of their justification for selling goods abroad lower than at

home. The economic and commercial tendencies appear from various

statistical exhibits, though the changes in the tariff classification

which went into effect in 1906 make complete comparisons im-

practicable.

The imports and exports of iron since 1900 are summarized as

follows :

Year.
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($33,105,800), and of fine manufactures 71,100,000 marks ($16,921,-

800), while in 1907 the figures were, respectively, 156,200,000 marks

($37,175,600) and 85,500,000 marks ($20,349,000). Loop-iron prod-
ucts were in 1900 4,000,000 marks ($952,000), and in 1907 23,400,000

marks ($5,579,200); rolled-wire products in 1900,. 29,900,000 marks

($7,116,700) ; 1907, 54,300,000 marks ($12,923,400).

The exports of loop iron have been mainly to Great Britain, which

takes 50 per cent of the value and quantity of this product. In ex-

change Great Britain is Germany's chief source of supply for raw

iron, Sweden coming next. Some raw iron is also exported from

Germany to Belgium.

In wire rods the chief customers were Japan and Great Britain,

while fish plates and ties were widely distributed, the leading buyers

being the Argentine Republic, Turkey in Asia, and Switzerland.

In steel rails, the exports of which doubled in the years from 190|:

to 1907, South America was among the best customers. The Argen-
tine Republic alone in 1907 took more than any two other countries,

71,000 tons. Mexico was a buyer to the quantity of 23,700 tons. In

the Orient Japan was the leading customer, taking 36,700 tons. In

Europe most of Germany's continental neighbors are customers.

The shipments to Holland amounted to 30,254; Denmark, 28,301;

Switzerland, 27,606; Italy, 20,559; Great Britain, 6,554 tons.

In the secondary iron and steel products, which are included under

the tariff classification of machinery, the sales of locomobiles of all

classes in 1907 amounted to 42,894,000 marks ($10,268,000). The
sale of steam engines amounted to 7,087,000 marks ($1,758,000), the

buyers being France, Italy, and other European countries. In min-

ing machinery Germany is behind the United States and Great

Britain.

Sales of textile machinery were heavy and also of metal machinery,
the latter having amounted to 65,735,000 marks ($15,675,000). The

exports of woodworking machinery were 9,771,000 marks $2,325,000) .

COMPETITION WITH UNITED KINGDOM.

The origin and destination of the leading iron and steel imports
and exports gives instructive indications of the tendencies of Ger-

many's international commerce, and particularly of the successful

competition with the United Kingdom. Comparisons are given
for the calendar years 1906 and 1907, when trade was at its highest
levels.
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secondary iron and steel products. This appears from the following

summary of the first nine months of the years given :

Nine months
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It is not the least remarkable fact that with the inevitable decrease

in the exports of steel rails due to falling off in railway building all

over the world Germany was able to keep up the total volume of her

iron and steel exports so as completely to offset this loss.

A more complete comparison is had from a tabular exhibit of the

shipments of articles to some of the leading countries. The follow-

ing table shows German shipments for the first nine months of 1907

and 1908:



TRADE WITH THE UNITED STATES.

The trade in iron and steel products between Germany and the

United States has few striking features. The German statistics, par-

ticularly as to imports, are not conclusive, since some of the material

imported through German ports is reexported to other countries of

the Continent. Some German exports to the United States, which

are shipped through Rotterdam and Antwerp, are also credited to

Holland and to Belgium, but the quantity is not large.

When the United States began to supply itself with wire nails of

its own manufacture, that was a distinct loss of trade to Germany, but

the loss became much more acute when the United States invaded the

Orient and captured a valuable market for wire products. This

market it has since held, and Germany has sought compensation by
trying to increase her exports of other iron and steel products to the

United States. During the last year American competition has inter-

fered seriously with Germany's shipments of steel sheets to England.

SALES TO THE UNITED STATES.

The United States hardly can be called a steady customer of Ger-

many for pig iron, though small quantities are regularly taken. The

exports of pig iron as shown by the German statistics for the calendar

year 1907 were 7,952 tons, while loop iron was exported to the quantity
of 1,112 tons. Girders, tubes, steel rails, railway ties, and fish plates

are exported from time to time in exceptional circumstances, but the

German mills hardly regard the United States as a reliable market

for any of these products. Decorated cornices form an item of some

importance. The mills at Aix la Chapelle, which in 1906 exported

girders and similar material to the amount of $144,000, saw their sales

drop in 1907 to $7,000.

The best American market for finished-steel products is that for

cutlery, which Germany now disputes with England, the exports

ranging well above $1,000,000 annually. In secondary products the

United States affords Germany a market for textile machinery and

in a lesser degree for wood working and similar machinery. The
total exports of these products, however, do not average above

$2,000,000 annually.

PURCHASES FROM THE UNITED STATES.

The United States on its part has been increasing most of its exports
of finished products to Germany. In spite of the protective tariff

and of the efforts of the German manufacturers to provide agricul-
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tural implements, the importations from the United States continue

above $1,000,000 annually, though some of them undoubtedly are for

reshipment to other Continental countries. In metal-working ma-

chinery, notwithstanding all the efforts of the German manufacturers

to provide machine tools of their own construction, and notwith-

standing their own exports, the American makers hold their ground.
This is partly due, it is claimed, to the inability of the German manu-

facturers to develop an inventive spirit, their chief reliance still being
on copying American designs. Builders' hardware, saws, and hand

tools also form a prominent list of importations.

The establishment of branches of American mills in Germany for

the manufacture of machine tools and parts of machinery for the

installation of factories, etc., does not seem entirely to have done away
with the importation of these articles also from the United States.

In Cologne, Diiesseldorf, and other centers of the selling agencies

exhibits of American mining machinery, drills, machine tools, etc.,

are made in competition with the German manufacturers.

TRADE BETWEEN THE TWO COUNTRIES.

The general run of the trade between the two countries is shown

in the detailed figures for the different articles. The German tariff

classification, which was introduced Avhen the new commercial treaties

were put in force in 1906, is followed. On account of this change it

is not practicable to make a comparative showing for a period of

years. That can be had from the figures of imports and exports as

given by the United States statistics. In the following table, which

gives the trade in primary iron and steel products between Germany
and the United States for 1907, the German classifications and desig-

nations are followed exclusively, the translation being made from the

German customs statistics. The quantities are in double hundred-

weights or units of 100 kilograms (220 pounds) and the values in

terms of 1,000 marks ($238).
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IMPORTS FROM UNITED STATES, 1907.
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IMPORTS FROM UNITED STATES, 1907 Continued.
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EXPORTS TO UNITED STATES, 1907 Continued.
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AMERICAN AND GERMAN COMPETITION.

The decreased demand after the high level of prosperity in the first

nine months of 1907 was felt very severely in the exportations of iron

and steel products to the United States. Germany was not able, as

with Great Britain and some other countries, to compensate herself

for the loss of home trade by increasing
her exports to the United

States. Instead there was a universal falling off. It will be necessary,

however, to await the statistics for the full calendar year in order to

form an opinion on the relative position of the two countries in their

reciprocal commerce in the depressed year 1908. For purposes of

comparison of the tendencies of the trade in normally prosperous

periods 1907 may serve as index.

In so far as relates to competition between Germany and the United

States in the markets of the world, especially in Great Britain, the

Orient, and South America, fluctuating and unsettled prices toward

the close of the year for leading products render predictions of little

value, yet it may be assumed with certainty that export prices will

continue to be made with the view of participating largely in interna-

tional commerce. The best measure of these prices is afforded in

reality by Belgian competition, since Antwerp prices govern. In

November a leading iron and steel works at Liege quoted the follow-

ing prices per ton f. o. b. Antwerp: Raw iron, $12.54; bars, $22.39;

rails, $25.54; wire rods, $25.79.



PIG-IRON SYNDICATES.

By A. M. THACKARA,
American Consul-General at Berlin (report dated December 12, 1908.)

The dissolution of the German pig-iron syndicates has resulted in

the demoralization of the German pig-iron market. Sellers and buy-
ers are uncertain how to act under the new conditions, and already
there has been a considerable reduction of the prices. The disorgani-
zation of the iron market is clearly indicated by the fact that during
November all quotations were withdrawn on the Diisseldorf Exchange.
There has, however, been a disposition to take advantage of the un-

usually low prices to lay in stocks of pig iron for future consumption,
which has resulted in making the prices firmer. On December 5 last

the prices of pig iron for this year's delivery were fixed by the Min-

ing Exchange at October rates, but for 1909 deliveries the prices, with

the exception of Luxemburg puddle iron, were much lower. They
are as follows, per metric ton (2,204.6 pounds) : Spiegel iron, 1909, 66

to 68 marks ($15.71 to $16.18); 1908, 78 marks ($18.56). Pud-
dle iron, 1909, 58 to 60 marks ($13.80 to $14.28) ; 1908, 68 marks

($16.18). Steel iron, 1909, 60 to 62 marks ($14.28 to $14.76) ;
1908,

70 marks ($16.66). Thomas iron, 1909, 54 to 56 marks ($12.85 to

$13.33) ; 1908, 64.8 marks ($15.42). Luxemburg puddle iron, 1909, 52

to 55 marks ($12.38 to $13.09) ; 1908, 50.4 marks ($12). Luxemburg
foundry iron III, 1909, at Luxemburg, 48 marks ($11.42). German

foundry iron I, 1909, 58 to 60 marks ($13.80 to ($14.28) ; 1908, 72

marks ($17.14). German foundry iron III, 1909, 57 to 58 marks

($13.57 to $13.80) ; 1908, 69 marks ($16.42). Hematite iron, 1909, 59

to 61 marks ($14.04 to $14.52) ; 1908, 75 marks ($17.85).

Efforts have been and are now being made, looking to the forma-

tion of a general syndicate for the whole pig-iron industry, but there

does not seem to be much chance of effecting any agreement which
would be satisfactory to all the interests concerned.

SYNDICATE RENEWALS.

It now appears to be reasonably certain that the negotiations which
have taken place among the Luxemburg-Lorraine blast furnaces

during the past few days, will result in a renewal of the Luxemburg-
Lorraine Syndicate for a period of three years. After the Rhenish-

Westphalian Syndicate, and somewhat later the Siegerland Syndi-

cate, had decided upon dissolution, the continuation of the Luxem-

burg-Lorraine Comptoir, which was to expire at the end of the

present year, became questionable. The Gelsenkirchen Mining Com-
62
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pany, which by its fusion with the Aachen Hiitten Verein, with blast

furnaces in Esch, had obtained a foothold in the territory of the

Luxemburg-Lorraine Syndicate, and the Deutsch-Luxemburg Berg-
werke und Hiitten A. G., with its Differding furnaces, had hitherto

shown a decided opposition to a continuation of the syndicate, but

recently these large concerns have openly announced their willing-
ness to enter the syndicate, and thereby have rendered reasonably

possible, as stated above, the continuance of one out of the three

more important German pig-iron syndicates.

As regards the other two, negotiations are still being carried on,

looking to the renewal of the Siegerland Syndicate. At first three

groups were formed, of which one wishes to have a general selling

association for the various kinds of pig iron, a second desires only a

selling association for spiegel iron, and the third a selling association

for spiegel, steel, and puddle iron. Inasmuch as to the latter group

belongs a very large percentage of the Siegerland pig-iron producers,
the formation of a new Siegerland pig-iron syndicate is not entirely

impossible. The case is quite different, however, with the important
Diisseldorf Syndicate. The difficulties to be overcome among the

Khenish-Westphalian producers are so great that it can not be said

that the prospects of forming a new syndicate are bright.

OPERATION OF COMBINE.

Under the old regime there were five syndicates, namely, the

Ehenish-Westphalian, the Siegerland, the pig-iron syndicate of

Diisseldorf, the Gomptoir of Lorraine and Luxemburg, and the

Upper Silesian. These syndicates, working under agreements with

each other, virtually controlled the production, sale, and prices of

the entire German pig-iron output. While the provisions of the

members' contracts are confidential, the methods in general by which

the Rhenish-Westphalian Syndicate was operated were as follows:

The syndicate was composed of 19 members, each of*whom signed
a contract binding each to sell his entire production to the central

committee, which had its principal office in Diisseldorf, and a branch

office in eastern Germany. All orders received were given direct to

the central committee and apportioned to the different works, ac-

cording to their quotas. The quotas were fixed by a committee of

three members, and were based upon the capacity and annual pro-
duction of each individual concern, the works being allowed to

choose the best output in any one year during a period of three con-

secutive years. Every week each member was furnished with a state-

ment of offers and orders received, without, however, any prices

being stated. The invoices were made out by the concern which de-

livered the iron, on forms bearing the syndicate's name, but men-

tioning in the invoice the name of the manufacturer. The invoices
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were sent to the office of the central committee, and having been en-

tered were forwarded to the purchasers.

MAKING OF PRICES.

Prices charged to customers of the syndicate were computed as

follows :

The whole of the territory controlled by the syndicate was divided

into three districts, southern Germany, western Germany, and east-

ern Germany, and in each of these one particular town was selected

as suitable for fixing a price basis. For example, consider Munich
as the place for southern Germany, Cologne for western Germany,
and Myslowitz for eastern Germany.

If the price at Munich is, say, 12 marks ($2.86) for 100 kilos (220.46

pounds), then the price at Cologne is 12 marks plus one-half mark

($0.119) per 100 kilos, and the price at Myslowitz 12 marks plus 1.5

marks ($0.357) per 100 kilos.

To calculate the "
making-up price," i. e., the cheapest quotation, a

freight table was consulted which shows the rates from each of the

members' works to every station in Germany. For instance, in
" the

making-up price
" for Posen the following are the freight rates per

100 kilos: From Munich $0.766, from Cologne $0.628, and from

Myslowitz $0.29. Iron supplied at Posen would cost therefore 12

marks plus the freight, or respectively $3.62, $3.61, and $3.51 from

the three places in question.

This price must in any case be paid to the concern executing the

order, which if possible should be placed with the Myslowitz works.

Should this concern or another one in the neighborhood not be able

to deliver the goods, a third one is given the order, and if this, for

example, should be one either in Cologne or Munich, it will be seen

that in this particular instance the business would entail a loss.

ALTERNATIVE ORDERING EXCESS PRICE.

There is, however, always a chance for an equalization, as it often

happens that iron can be delivered cheaper than the price basis. It

must be understood that in order not to' pay too great freight charges,
the order will preferably be placed with works nearest to the con-

sumer. It is only natural that firms situated in eastern Germany
will on no account undertake deliveries to consumers living in west-

ern or southern Germany, as this would result in a serious loss. In

reality such a case has never happened. On the other hand, it is

just possible that southern or western concerns, which, owing to

cheaper coal, etc., are in a position to produce at less cost than works

situated in eastern Germany, are called upon to supply customers in

this latter district, especially when they are short of orders.
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To the basis price a fixed charge assessed by the syndicate directors,

and called the excess price, was added. At the end of the year the

profit derived from charging the excess price less managing expenses

of the syndicate was divided among the members according to the

deliveries made by them during the year. Should the syndicate be

obliged to accept orders below the basis price, the works executing

same must be indemnified with the difference between this and the

price actually charged. The syndicate must try to adjust before the

end of the year any differences resulting from deliveries above or

below the quota allowed to each concern, but as this was not always

possible, those works having exceeded their quota must pay a certain

amount to the syndicate for each ton delivered in excess, while the

syndicate had to indemnify those works which had not come up to

their quota at the same rate per ton.

EQUALIZING LOSSES.

In order to control the works with regard to the deliveries effected

on account of their quota, each received about every fifteenth day of

the month a statement showing how it stood. Should the basis price

prove too high in consequence of raw materials becoming cheaper or

from other causes, a reduction to be fixed by the management of the

syndicate in conjunction with representatives of the works forming
the so-called "beirat" or advisory committee must take place. The

advisory committee consisted of ten members, elected by the syndi-
cated works, each quota of 10 per cent having one vote for one

member. As the quota allowed to very large concerns sometimes

exceeds 10 per cent of the whole amount, it may be that one indi-

vidual concern was represented by two members.

The syndicate assumed the responsibility of a limited company,

acting purely in the capacity of intermediary, and was not allowed

to make either profit or loss. The syndicate stood surety for the

goods supplied, so that losses incurred through failures were borne

by the community of members. Very small amounts of goods, if

absolutely necessary, could be offered by individual concerns direct

to their customers at prices largely exceeding those charged by the

syndicate. Such deliveries were charged on account of the quota of

the concern supplying the goods. Twice every year each concern

was visited by one of the syndicate's officers, who had to check all

books and papers. The members forming the syndicate held syndi-

cate shares for an amount of capital equal to their quota.

TRADE MEETINGS.

The members of the syndicate met six times a year for consulta-

tion on the points to be discussed, having been previously considered

by the advisory -committee. When the trade became dull and .orders

slack, the quotas of each concern were proportionately reduced to

H. Doc. 1353, 60-2 5
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prevent the accumulation of large stocks. Accurate statistics were

kept of the quality and quantity of metal produced by each concern

and the data sent to the central committee. The organization was

an iron-clad contract in which each contracting party agreed to

submit without conditions to all rules and measures adopted by
the syndicate, or in default to be fined for disobedience. For this

purpose blank acceptances were signed by each member and placed
in the hands of the syndicate's treasurer. Should a member be fined,

the treasurer filled in the amount of such penalty on the signed check

and put it in circulation.

PIG PRODUCTION.

According to figures recently published by the German Iron and

Steel Manufacturers' Association, the pig-iron production of Ger-

many and Luxemburg in November, 1908, was 930,738 tons, against

941,582 tons in October, 1908, and 1,112,225 tons in November, 1907.

The various classes of iron produced during the said month were as

follows: Foundry iron in 1908, 199,380 tons; 1907, 189,942 tons; Bes-

semer iron, 1908, 20,856 tons; 1907, 36,747 tons; Thomas iron, 1908,

593,625 tons; 1907, 716,333 tons. Steel and spiegel iron, 1908, 72,215

tons; 1907, 98,741 tons, and puddle iron, 1908, 44,662 tons; 1907,

70,462 tons.

The production of pig iron since the commencement of the year
1906 by months was as follows:

Months.
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THE COLLAPSE OF THE GERMAN PIG-IRON SYNDICATE.

In the development of the German mineral industry, pig iron takes a middle

place between the raw materials, coal and ore, on the one hand, and the half-

finished products (steel), malleable iron, and cast iron on the other hand.

By far the largest quantity of pig iron is manufactured into steel. Compared
with the present total German pig-iron production of more than 12,000,000

tons, there is a steel production of about "11,500,000 tons, a malleable iron

production of about 700,000 tons, and a production of cast iron of about

2,500,000 tons, the deficit of pig iron being made up of scrap iron which is used
to a great extent in the manufacture of Siemens-Martin steel. The German
Martin furnaces consume for their production of almost 4,000,000 tons ingots,

only about 500,000 tons of pig iron, and about 3,500,000 tons of scrap iron.

According to the above genesis of the German iron industry, it must be con-

ceded that a pig-iron syndicate is of fundamental importance to the German
iron market ; theoretically at least it is one of the principal foundations, if not
the principal foundation of the schedule of prices for the home iron market.
The Pig-iron Syndicate is bound to exercise a powerful reaction, being the
channel through which almost all kinds of iron products put upon the market,
or entering into consumption, must pass. It must also have a great influence

upon the fixing of prices of the principal auxiliary materials of the iron market,

particularly fuel (coal).

STILL STRONGER INTERESTS.

Such a power of the Pig-iron Syndicate was perhaps imagined by those who
had not a very thorough knowledge of German industri^ conditions, and who
in the last few months had heard or read of a general syndicate, but the aims
of the manufacturers who conceived these plans and endeavored to convert

them into reality were probably not so highly directed. They also knew that

a study of the structure of the German iron industry would indicate that a

general German pig-iron syndicate never could have become the dominating
German general syndicate.

Although pig iron must be rightly regarded as the basis of the German iron

industry, yet the actual basis is the ore-mining industry, and that industry is

not entirely German, inasmuch as of the German ore consumption amounting
to about 35,000,000 tons, only about 26,750,000 tons are obtained at home, while

8,125,000 tons, that is to say about 25 per cent, have to be imported, the import
of pig iron into Germany amounting on an average to, at the most, 5 per cent.

Nevertheless, as has already been stated, the pig-iron syndicate hitherto

existing in Germany, which will be dissolved at the end of this year, have not

by far possessed the importance for the German mineral industry, which must
be conceded to the Rhenish-Westphalian Coal Syndicate or the Steel Syndicate.

It may as well be stated in advance, that even if a general pig-iron syndicate,

which would regulate the production and selling conditions, could be formed,
it would never attain the considerable importance on the market as that pos-

sessed by the other two syndicates. A few figures will suffice to prove this.

SYNDICATE COMPARISONS.

The Rhenish-Westphalian Coal Syndicate has an annual production of 80,000,-

000 tons. Of this, about 50,000,000 tons are put upon the market, whereas a

little more than 30,000,000 tons are consumed by the companies in producing
coke and for their own use.

The coal syndicate dominates with its syndication therefore by far the great-

est part of the Rhenish-Westphalian coal production. It is therefore of little

importance that about 2 per cent of the total production of the Ruhr basin is
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produced by works outside of the syndicate and sold independently. The quan-
tities of steel consumed by the members of the Steel Syndicate and by the

Siemens-Martin works, and which are not subject to the control and price regu-

lation of the syndicate, are more considerable. Of the approximate 11,500,000

tons of German steel production, a little more than one-half is sold by the Steel

Syndicate as half-finished products, and shaped iron or railway construction

material; the rest is worked up into rolling-mill products and other finished

manufactures, and therefore does not come upon the market and is not subject
to the price regulation, but counts upon the contingent of the Steel Syndicate.
The Steel Syndicate exercises a dominant influence over the steel production

of Germany, inasmuch as it controls the entire German output, both as to the

kind of steel produced and the districts in which the products are manufac-

tured. The conditions in the pig-iron industry are quite different. Of the total

home production, which consists of 12,000,000 tons, about 9,000,000 tons are

consumed by the producing works themselves. Besides the simple blast fur-

naces, there are those which include smelting works, puddling and rolling mills,

or steel works ;
there are indeed those which embrace the entire process of the

manufacture of iron and steel products.

STRENGTH OF STEEL SYNDICATE.

In the more important works the endeavor has always been to make them-

selves independent of the market as to raw and half-finished products and to

supply the demand for these products from their own plants. Hence it happens
that almost the entire German ore mining is in the hands of ore-consuming

works, and the independent ore production only plays a r61e of minimum im-

portance, and also that of the 12,000,000 tons German pig-iron production,

9,000,000 tons are consumed by the producers, whereas only 3,000,000 tons are

put upon the market for such pig-iron consumers who do not produce their

own pig iron. Naturally the syndication of these 3,000,000 tons of marketable

pig iron by the Pig-Iron Syndicate would not affect the mineral industry in the

way that the syndication of the 6,000,000 tons of marketable steel by the Steel

Syndicate or the 50,000,000 tons of marketable coal by the Coal Syndicate does.

If, notwithstanding approximately equal production figures, the Steel Syndi-
cate and not the Pig-iron Syndicate has become the backbone of our German
iron industry, it is owing in the first place to the more complete control of the

market exercised by the former syndicate.

There are also other reasons. The product which is more valuable, being
manufactured and nearer ready for final consumption, will always exercise a

more powerful influence in the industries than the raw product, especially

when the former has become independent of the latter, whereas, on the other

hand, all pig iron with the exception of that used by the Siemens-Martin works,
the puddling works, and the casting foundries, must go through the Steel Syndi-

cate. Furthermore the Steel Syndicate and not the Pig-iron Syndicate is the

real and typical representative of the interests of the large, mixed works who
dominate the iron market to-day by virtue of their strong financial backing
and their modern economical processes of production. Finally the steel in-

dustry and not the pig-iron industry has succeeded in covering the entire Ger-

man territory, uniting within itself all the works and all the places of pro-

duction in one syndicate.

CAUSE OF WEAK SYNDICATION.

If, in the foregoing, the limits have been indicated beyond which a syndi-

cation of pig iron should not have, gone it will be attempted to be shown in

the following why the pig-iron industry has never been able to effect a thorough
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syndication. In the first place a brief description of the exceedingly compli-

cated syndicate relations of the German pig-iron industry may be given. There

are at present in this industry no less than five syndicates. The oldest is the
" Rhenish-Westphalian Pig-iron Syndicate

"
in Diisseldorf, which was founded

in the year 1897
; shortly thereafter the " Union for the Sale of Siegerland

Pig-Iron
" came into existence. These two syndicates entered into a contract,

by the terms of which the sale of certain kinds of pig iron should be effected on

common account by the "
Pig-Iron Syndicate of Diisseldorf," a syndicate

especially established for this purpose. The total contingent of the two syn-

dicates in the Diisseldorf syndicate amounts at present to 1,404,900 tons, of

which 72.32 per cent fall to Rhenish-Westphalia and 27.68 per cent to Sieger-

land. The trade in the kinds of iron not syndicated in the Diisseldorf Pig-iron

Syndicate is carried on by the individual syndicates independently. The for-

eign sales of both syndicates are also made independently ;
those of the Sieger-

land syndicate are attended to by the syndicate, and in the Rhenish-West-

phalian syndicate they are left to the individual works.

Apart from these three cartels, there exist also the
"
Lothringische-Luxem-

burgische Pig-Iron Syndicate
"

in Luxemburg and the " Oberschlesische Pig-

Iron Syndicate
"

in Beuthen. The latter is not of very great importance to the

entire market inasmuch as the pig-iron production of Upper Silesia only

amounts altogether to approximately 7.2 per cent of the entire German pro-

duction and extends only a little beyond the boundaries of Silesia and the

neighboring districts. The production of the
"
Lothringisch-Luxemburg Syndi-

cate
"

is considerably larger, extending over the richest German ore deposits,

the so-called Minette. In Lorraine, Luxemburg, and the Saar district, the

working domain of this syndicate, in the year 1906, 38.3 per cent of the German

pig iron was produced, ajjid
although a number of the works belonging to the

syndicate are located outside of the German Empire, namely, in the State of

Luxemburg, this fact can be left out of consideration in the questions dis-

cussed by us, for Luxemburg, after all, belongs to the German Customs Union.

THE COMPLICATED CARTEL.

Between the Pig Iron Syndicate of Diisseldorf and the Luxemburg Syndicate

there existed only a kartell relationship, which led to the establishment of a

Common sales agency for the disposition of Thomas pig iron, Lorraine-Luxem-

burg quality, among the right Rhine and Westphalian works. In addition

there were agreements regarding selling zones, allotment of orders, etc., which

extended to the Rhenish-Westphalian Syndicate and the Siegerland Pig-iron

Association. The complicated provisions of this kartell, however, led later to

differences, lawsuits, etc., and finally in the year 1906 to a refusal to continue

the agreement on the part of the Rhenish Syndicate. .Besides the associations

mentioned, which, by the way, were never quite without outsiders, the so-called

Coast Works (Kiistenwerke) still come into consideration in the pig-iron mar-

ket. In the first place, there are the Kraft Pig Iron Works at Kratzwiek, near

Stettin, which belong to none of the mentioned syndicates, further, the Liibeck

Blast Furnace Works, belonging to the Diisseldorf Syndicate, and finally, the

Blast Furnace Works in Emden and Bremen still under construction.

Complicated as these relations may appear, especially when compared with

the simple situation in the Steel Syndicate, there was, however, a time when
the Diisseldorf Syndicate at least seemed to belong to the strongest German
metal kartells. That was at the high tide of prosperity about the turn of

the century, at the time of the so-called pig-iron famine. When in the fall of

1901 the high tide of prosperity suddenly receded, the Pig-iron Syndicate had

made long-term contracts with its customers, which it compelled them to ful-
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fill without any reduction and without any concession in the prices. This

made the syndicate one of the best-hated kartells in Germany. Soon after this

period the complicated mechanism of kartell agreements, which could only be

kept in function by the boom movement, had suffered various interruptions.

Moreover, the management of the Rhenish Syndicate was carried on without

particular skill, its organization being indeed in some respects highly defective.

NUMEROUS DIFFICULTIES.

The syndicate had to defend its position in a whole labyrinth of lawsuits

from all sides.

A part of its customers had united themselves into a Pig-iron Selling Associa-

tion, with its animus obviously directed against the syndicate. This association

and other customers proceeded against the syndicate in tedious lawsuits. A
lawsuit for 1,000,000 marks ($238,000) against the Luxemburg Syndicate, in

whose domain the Diisseldorf Syndicate had encroached without permission,

was lost by the latter. In general, the assessments of the Diisseldorf Syndi-

cate, in consequence of the many expensive lawsuits, were so high that they
were four times in excess of selling commissions which outside works had to

pay to the dealers. The dealers' organization, which the syndicate had at first

held sharply in hand, became more independent, as new and large-dealing
firms were established which . contested the privileges of the old syndicated

firms, and besides foreign pig iron or that manufactured by firms outside the

syndicate began to penetrate the market of the syndicate.

These attacks had all the more chance of success, as English pig
1 iron when

handled through the agency of strong and independent dealers could success-

fully compete with the native product, at least in the outer German districts,

especially when the prices of foreign iron were low, while those of the native

iron were kept artificially high. Besides England can not fully supply its home
demand for half-finished products, and therefore has to depend on Germany for

its deficit, but that country has generally an overproduction of pig iron, which
under favorable circumstances, notwithstanding the custom duties, it can send

into Germany. Then came the fights of some of the dealers, friends of the

Rhenish Syndicate, against the Luxemburg Syndicate, which tended to keep the

prices of the Dusseldorf Syndicate under pressure. An energetic campaign
against the outside firms under these circumstances was not to be thought of.

POWER OF ONE FIRM.

It was the categorical refusal of the Kraft Works to participate in a general
German pig-iron syndicate which wrecked the reorganization of the pig-iron

syndication. The dramatic proceedings of the past few weeks, seemingly ar-

ranged on purpose, appear to confirm this assertion made in Rhenish-Westpha-
lian quarters. Consequently it will be necessary to go more into detail into the

relationship of the Diisseldorf Pig-iron Syndicate with the Coast Works, and in

particular to the Kraft Works. The Coast Works operate under quite different

conditions to those of the pig-iron works in the industrial districts. They
obtain their raw material mainly from abroad, their ore from Sweden, their

coal from England.

They have also their particular markets, especially in the coast country lo-

cated in their vicinity, which it is true in consequence of the small iron indus-

tries of those districts can hardly absorb the entire production of the Coast

Works. In consequence, they are forced to carry a part of their production into

the interior of the country, and here in the nature of things, they come into con-

tact with the pig-iron associations. Thus, for example, Berlin is a district
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which is contested by the Pig-iron Syndicate and the Kraft Works. Hitherto

things were partly remedied by a so-called allotment of zones, the same being

determined by contract.

ZONE AGREEMENT PROPOSED.

This arrangement existed up to October 1, 1907, between the Pig-Iron Syndi-

cate and the Kraft and Ltibeck Coast Works. The Liibeck Blast Furnace

Works joined the Pig-iron Syndicate in the.-summer of the year 1907, after a

lawsuit between the city of Bremen and the outsider firm of Klockner & Co.,

of Duisburg, for the stock majority of the works had been decided in favor of

the municipality. The Kraft Works, dominated by Prince Henckel, of Donners-

inarck, however, declined to join, and he even undertook, on the contrary, to

advance into the original domain of the Diisseldorf Syndicate, by obtaining a

majority of the stock of the Lower Rhine Hiitte belonging to the syndicate,

and altering the plant into a perfectly modern blast furnace.

By this checkmate movement, which not only secured for him an advance

post directly in the enemy's camp, but also created an immediately threatened

point of attack against him, Prince von Donnersmarck considered that he had

attained a position from which he could keep himself informed at all times

of the proceedings of the Diisseldorf Syndicate and also of the western iron

market, for the benefit of the Stettin works. When the preliminary negotia-

tions for the formation of a German Pig-iron Syndicate began, the Kraft

Works declared from the very beginning that it would not discuss the question

^>f entering the syndicate, but was prepared to make a zone agreement with a

pig-iron syndicate when organized. In the west, they would not agree to

this. As a matter of fact, therefore, the Pig-iron Syndicate went to pieces

even during the first introduction to the preliminary discussion on account of

the attitude of the Kraft Works.

A LEVELING PROCESS.

The importance of the refusal of the Kraft Works as a matter of principle,

in connection with the proposed syndication, should not be underestimated.

This plant with its production of approximately 160,000 tons annually em-

braces only about 5 per cent of the syndicated German pig iron, but the Kraft

Works no longer occupies the position of being the only coast works, as there

are at present already four and the probability is that more will be constructed.

The question is only whether the problem
" General German pig-iron syndi-

cate
" was rightly stated, as to whether it was really possible and expedient to

constitute a general pig-iron syndicate.

The question is not so simple to answer as the actual or alleged supporters
of the unit idea would assume. In not every union is there strength, and a

mechanically leveling process is not necessarily desirable because a chaos

hitherto existed. Thus, for example, the strength of the coal syndicate lies

in the fact that it confines itself to Rhenish-Westphalia where uniform con-

ditions prevail. A general German coal syndicate would be weaker, for it

would be by far not so compact as the Rhenish-Westphalian. Just as in the

coal trade, however, there are differences in the territorial conditions in the

pig-iron industry. The Rhenish-Westphalian, the Lorraine-Luxemburg, the

Silesian, and the Coast Works operate under quite different conditions as to

production and sales. In my opinion, the formation of a tightly closed kartell

is not at all possible in the pig-iron industry; the most that can be attained

would be an agreement for the general definition of zones. If the great Pig-

iron Syndicate had not collapsed at the very outset of the negotiations as a
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result of the comprehensible refusal, on principle, of the Kraft Works to even

enter into negotiations, it would have gone to pieces later upon many other

almost unsolvable problems.

CONFLICTING INTERESTS.

Thus, for instance, the agreement between the Rhenish-Westphalian and the

Lorraine-Luxemburg Works was exceedingly difficult, and even more so was
the question of the allotment of orders. The same was settled in the present

syndicates quite uneconomically. Deliveries were not made by the individual

works in the districts nearest to them in order to save freight charges, but,

for example, under the "management of the syndicate, the Westphalian-Apler-

beck Hutte made deliveries to Berlin, the Luxemburg Works to the Baltic

Provinces, the Hessian Works Buderus to the central and lower Silesia,

because all the works in the event of a later dissolution of the syndicate wanted

to remain in direct contact with the consumers.

This "
promenade

"
of the iron, as Director-General Grau of the Kraft

Works so appropriately characterized it, would not have ceased in a new

syndicate any more than the mistrust in the permanency and continued ex-

istence of the pig-iron syndication.

In general, I can not get rid of the suspicion that certain producers of pig

iron only proposed the general German pig-iron syndicate as an indispensa-

ble condition, because they no longer wanted to have a pig-iron syndicate

formed. Therefore such difficult and almost impossible provisions were in-

sisted upon, that the whole scheme was the more sure to go to pieces. It is*

no accidental circumstance that a general pig-iron syndicate was particularly

advocated by the big mixed iron works, who indeed are only dependent upon
the pig-iron market for the relatively small part of their production, and who
have in general no special interest in a strong pig-iron syndicate that would

jeopardize the now almost absolute domination of the iron market by their

steel syndicate. It is no accident that only Thyssen and Krupp were the

ones to put in their veto when, at the eleventh hour, it was desired to come
to an agreement in Rhenish-Westphalia without the Kraft Works.

SELF-CONSUMPTION THE FACTOR.

It is here that one strikes the greatest contrasts in the production of pig

iron, which are a much more formidable obstacle to a strong syndication than

all the territorial differences. It is the different conditions which exist in

the great mixed works and in the simple blast furnaces. For the latter, the

pig-iron market means everything; for the former it is only an outlet valve

for superfluous raw material of which even to-day its production is capable
of being lessened or extended at will, as the exigency requires. I have already
shown that in the case of the pig-iron industry it is not the turn-over as with

other large kartells, but the self-consumption which is the principal factor.

The mixed works consume 9,000,000 tons of raw iron in their own
plants, for which they have not a single pfennig to pay the syndicate

assessment. Their own consumption is in no way made contingent. Neither

can they be forced to deliver to the syndicate their full allotment. Inasmuch
as their own consumption naturally takes precedence, they have generally

left the syndicate in the lurch in times of heavy demand on the pig-iron mar-

ket, while in bad times they deliver to the syndicate their full quotas. They
therefore possessed in the pig-iron syndicate a good working pig-iron surplus

regulator. Quite differently situated to these works, which operate six to

ten blast furnaces, were the simple blast furnaces, which had only at their
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disposition three, two, or even one furnace. The latter had not the oppor-

tunity, as in the case of the mixed works, to keep their furnaces in blast at

a profit and to advantageously dispose of their products. On the con-

trary, the favorable position of the mixed works was only secured at the

expense of the simple furnaces. In addition to this,, their plants, mostly
rudiments of a former industrial phase of development, were frequently not of

the technical excellence in point of production as in the case of the big, mixed
works.

It must in the long run be impossible to keep two such different categories
of producing plants together in one syndicate. In this case the same process
of development will be repeated which has already taken place in another
branch of the iron industry namely, in that of finished products, particularly
in regard to the simple rolling mills.

IMMEDIATE EFFECT.

In conclusion, just a word regarding the probable immediate consequences of

the dissolution of the pig-iron associations. It must be assumed, as a matter
of course, that the shaking of the prices of pig iron will, in the first place,

strike and affect the simple blast-furnace works of Siegerland and Rhenish-

Westphalia, which even without this can hardly continue to exist. Apart
from the unfavorable conditions of production, they have not the powerful or-

ganizations for the disposal of their products upon the market as the mixed
works have in the well-equipped selling agencies of the Steel Syndicate. It is

claimed that the simple rolling mills would be benefited by a dissolution of the

associations.

This is not necessarily to be conceded. Certain advantages will only be

derived by the Siemens-Martin Works, the puddling and rolling mills, and the

casting works which directly work up pig iron. In the case of the simple

rolling mills, it is to be taken into consideration that they mainly use only
steel which has first come through the Steel Syndicate. It is a question now
whether or not the Steel Syndicate, which does not buy pig iron on the mar-

ket but produces it itself, will, in consequence of the falling tendency of the

market, be compelled to reduce its prices for half-finished products. This will

depend upon the extent of pig-iron sales in the near future and the length of

the period for which prices will be quoted.

o
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